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October 3, 2008

Docket Control
Arizona Corporation Commission
1200 W. Washington
Phoenix, Arizona 85007

Re: Executed Note Purchase and Guaranty Agreement and Officer's Certificate regarding
compliance requirements (Docket No. E-04204A-06-0493 and G-04204A-06-0493,
Decision No. 69395)

Docket Control:

Pursuant to Decision No. 69395 UNS Electric shall (i) file with Docket Control copies of
all executed financing documents within 60 days after the date of execution, and (ii) certify that
the Company is in compliance with the 30 percent equity ratio requirement of the Decision.
UNS Electric hereby submits the Note Purchase and Guaranty Agreement and the Officer's
Certificate certifying that the Company is in compliance with the equity ratio requirement of
Decision No. 69395.

If you have any questions regarding this filing, please call me at 520-884-3680.

Sincerely,
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Jessica Bryce
Regulatory Services
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UNS ELECTRIC, INC.

()officer's Certificate Regarding Compliance with
the Requirements of the ACC Order

The undersigned, Kevin P. Larson, Vice President and Treasurer of UNS Electric, Inc.,
an Arizona corporation (the "'Company"), hereby certifies that, as evidenced by the spreadsheet
attached asExhibit A hereto. the Company is in compliance with the 30% equity ratio
requirement of the Opinion and Order of the Arizona Corporation Commission dated March 22,
2007.

5'"'(4L'day of August,
IN WITNESS WHEREOF, the undersigned has executed this Certificate as of the

2008.
I

. 44 4 '»*J» L
Kevin P. Larson
Vice President and Treasurer
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UNS ELECTRIC, INC.

Exhibit A to
Officer's Certificate Regarding Compliance with

the Requirements of the ACC Order

Issuance of Senior Guaranteed Notes on 8/7/08

Demonstration of 30% Equity Ratio for Debt Issuance Test under ACC Decision #69395

6/30/2008

(A)
Debt Issued
and Repaid

Pro forma
8/7/2008

(B)
Debt Issued
and Repaid

Pro forma
8/11/2008($ in thousands)

7.61% Senior Notes due Aug, 11, 2008 $ 60,000 $ $ 60,000 $ (60,000) $

29,000 (29,000)Revolving credit Facility

Capital Lease Obligations 299 299 299

New Senior Notes
Total Debt and Capital Leases s 89,299 $

100,000
71,000 $

100,000
160,299 $ (60,000) s

100,000
100,299

Shareholder's Equity 80.919 80,919 80,919

Total Capitalization $ 170,218 $ 241,218 $ 181,218

Equity to Total Capitalization
Required Level

47.54%
30.00%

33.55%
30.00%

44.65%
30.00%

(A) UNS Electric used proceeds from note issuance on 8/7/08 to
repay borrowings under its revolving credit facility,

(B) 7.61% Senior Notes to be paid at maturity on 8/11/08

an

an



Execution Copy

UNS ELECTR1C, INC.

UNISQURCE ENERGY SERVICES, INC.

s100,000,000

$50,000,000 6.50% Senior Guaranteed Notes, Series A, due August 7, 2015
$50,000,000 7.10% Senior Guaranteed Notes, Series B, due August 7, 2023

NOTE PURCHASE AND GUARANTY AGREEMENT

Dated as of August 5, 2008

2453823_09-00 (3)
1690742
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UNS ELECTRIC, INC.
UNISOURCE ENERGY SERVICES, INC.

One South Church Avenue, Suite 1820
Tucson, Arizona, 85701

$50,000,000 6.50% Senior Guaranteed Notes, Series A, due August 7, 2015
$50,000,000 7.10% Senior Guaranteed Notes, Series B, due August 7, 2023

Dated as of August 5, 2008

To EACH oF THE PURCHASERS L1STED IN
SCHEDULE A HERETO :

Ladies and Gentlemen:

UNS Electric, Inc., an Arizona corporation (the "Company"), and UniSource Energy
Services, Inc., an Arizona corporation (the "Guarantor" and, together with the Company, the
"Obligors"), agree with each of the purchasers whose names appear at the end hereof (each, a
"Purchaser" and, collectively, the "Purchasers ") as follows:

SECTION 1. AUTHORIZATION OF NOTES.

The Company will authorize the issue and sale of (a) $50,000,000 aggregate principal
amount of its 6.50% Senior Guaranteed Notes, Series A, due August 7, 2015 (the "Series A
Notes ") and (b) $50,000,000 aggregate principal amount of its 7.10% Senior Guaranteed Notes,
Series B, due August 7, 2023 (the "Series B Notes", the Series A Notes and the Series B Notes
are hereinafter collectively referred to as the "Notes, " such term to include any such notes issued
in substitution therefor pursuant to Section 13). The Notes shall be substantially in the form set
out in Exhibit 1-A and Exhibit 1-B, respectively. Certain capitalized and other terms used in
this Agreement are defined in Schedule B, and references to a "Schedule" or an "Exhibit" are,
tress otherwise specified, to a Schedule or an Exhibit attached to this Agreement.

SECTION 2. SALE AND PURCHASE oF noTEs.

Subject to the terms and conditions of this Agreement, the Company will issue and sell to
each Purchaser and each Purchaser will purchase from the Company, at the Closing provided for
in Section 3, Notes in the principal amount and in the series specified opposite such Purchaser 's
n ame in Schedule A a t  th e pur ch ase pr ice of 100% of th e pr in cipa l  amoun t  th er eof. The
Purchasers'  obligations hereunder  are several and not joint obligations and no Purchaser  shall
have any l iabil i ty to any Person for  the performance or  non-performance of any obligation by
any other Purchaser hereunder.



UNS ELECTRIC, INC. NOTE PURCHASE AGREEMENT

SECTION 3. EXECUTION DATE, CLOSING.

The execution  and delivery of th is Agreement will  be made at  the offices of Chapman
an d Cut ler  LLP,  I l l  West  Mon r oe St r eet ,  Ch icago,  I l l in oi s  60603 on  August  5 ,  2008 ( th e
"Execution Date ").

The sale and purchase of the Notes to be purchased by each Purchaser shall occur at the
offices of Chapman and Cutler LLP, Ill West Monroe, Chicago, Illinois 60603, at 10:00 a.m.
Chicago time, at a closing (the "Closing") on August 7, 2008 or on such other Business Day
thereafter on or prior to August 28, 2008 as may be agreed upon by the Company and the
Purchasers., At the Closing, the Company will deliver to each Ptu'chaser the Notes of the series
to be purchased by such Purchaser in the form of a single Note (or such greater number of Notes
in denominations of at least $100,000 as such Purchaser may request) dated the date of the
Closing and registered in such Purchaser's name (or in the name of its nominee), against delivery
by such Purchaser to the Company or its order of immediately available funds in the amount of
the purchase price therefor by wire transfer of immediately available funds for the account of the
Company to account number 4945086726 at Wells Fargo Bank, ABA Number 121000248. If at
the Closing the Company shall fail to tender such Notes to any Purchaser as provided above in
this Section 3, or any of the conditions specif ied in Section 4 shall not have been fulf illed to
such Purchaser's satisfaction, such Purchaser shall, at its election, be relieved of all further
obligations under this Agreement, without thereby waiving any rights such Purchaser may have
by reason of such failure or such no fulfillment.

SECTION 4. CONDITIONS TO CLOSING.

Each  Pur ch aser ' s  obl i ga t i on  t o pur ch ase an d  pay for  t h e Notes  t o be sold  t o such
Purchaser at the Closing is subject to the fulfillment to such Purchaser 's satisfaction, prior to or
at the Closing, of the following conditions:

Section 4.1. Representations and Warranties. The representations and warranties of the
Obligors in this Agreement shall be correct when made and at the time of the Closing.

Section 4.2. Performance; No Default. Each Obligor shall have performed and
complied with all agreements and conditions contained in this Agreement required to be
performed or complied with by it prior to or at the Closing, and after giving effect to the issue
and sale of the Notes (and the application of the proceeds thereof as contemplated by
Section S.14), no Default or Event of Default shall have occurred and be continuing. Neither
any Obligor nor any Subsidiary of the Company shall have entered into any transaction since the
date of the Memorandum flat would have been prohibited by Sections 10.1, 10.3, 10.4 and 10.5
had such Sections applied since such date.

Section 4.3. Compliance Certyicates.

(a) Oj§'icer's Certy'icate. Each Obligor shall have delivered to such Purchaser an
Officer's Certificate, dated the date of the Closing, certifying that the conditions specified in



UNS ELECTRIC, INC. NOTE PURCHASE AGREEMENT

Sections 4.1, 4.2 and 4.9, to the extent such conditions apply to such Obligor, have been
fulfilled.

(b) Secretary's Certificate. Each  Obl igor  shal l  have del ivered to such  Purchaser  a
certificate of its Secretary or Assistant Secretary, dated the date of Closing, certifying as to the
resolut ions a t tached thereto and other  corpora te proceedings r ela t ing to the author iza t ion ,
execution and delivery of the Notes and this Agreement, as the case may be.

Section 4.4. Opinions of Counsel. Such Purchaser shall have received opinions in form
and substance satisfactory to such Purchaser, dated the date of the Closing (a)(i) from Thelen
Reid Brown Rays ran & Steiner LLP, special  New York counsel  for the Company, and
(ii) Raymond S. Heyman, General Counsel for the Company and the Guarantor, covering the
mat ters set  toM in Exhibits 4.4(a)(i) and 4.4(a)(ii), respectively, and covering such other
matters incident to the transactions contemplated hereby as such Purchaser or its counsel may
reasonably request (and the Company hereby instructs its counsel to deliver such opinion to the
Purchasers) and (b) f rom Chapman and Cutler LLP, the Purchasers' special  counsel in
connection Mth such transactions, substantially in the form set forth in Exhibit 4.4(b) and
covering such other matters incident to such transactions as such Purchaser may reasonably
request.

Section 4.5. Purchase Permitted by Applicable Law, Etc. On the date of the Closing
such Purchaser's purchase of Notes shall (a) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as
section l405(a)(8) of the New York Insurance Law) permitting limited investments by insurance
companies without restriction as to the character of the particular investment, (b) not violate any
applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of
Governors of the Federal Reserve System) and (c) not subject such Purchaser to any tax, penalty
or liability under or pursuant to any applicable law or regulation, which law or regulation was
not in effect on the date hereof. If requested by such Purchaser, such Purchaser shall have
received an Officer's Certificate certifying as to such matters of fact as such Purchaser may
reasonably specify to enable such Purchaser to determine whether such purchase is so permitted.

Section 4.6. Sale of Other Notes. Contemporaneously with the Closing, the Company
shall sell to each other Purchaser, and each other Purchaser shall purchase, the Notes to be
purchased by it at the Closing as specified in Schedule A.

Section 4.7. Payment of Special Counsel Fees. Without l imit ing the prov isions of
Section 15.1, the Company shall have paid on or before the Closing the fees, charges and
disbursements of the Purchasers' special counsel referred to in Section 4.4 to the extent reflected
in a statement of such counsel rendered to the Company at least one Business Day prior to the
Closing.

Section 4.8. Private  Placement  Number.  A Private Placement Number issued by S&P's
CUSIP Service Bureau (in  cooperation with  the SVO of the National Association of Insurance
Commissioners) shall have been obtained for each series of the Notes.



UNS ELECTRIC, INC. NOTE PURCHASE AGREEMENT

Section 4.9. Changes in Corporate Structure. No Obl igor shal l have changed its
jurisdiction of incorporation or been a party to any merger or consolidation or succeeded to all or
any substantial part of the liabilities of any other entity, at any time following the date of the
most recent financial statements referred to in Schedule 5.5.

Section 4.10. Funding Instructions. At least three Business Days prior to the date of the
Closing, each Purchaser shall have received written instructions signed by a Responsible Officer
on letterhead of the Company confirming the information specified in Section 3 including (a) the
name and address of the transferee bank, (b) such transferee bank's ABA nmnber and (c) the
account name and number into which the purchase price for the Notes is to be deposited.

Section 4.11. Proceedings and Documents. All corporate and other proceedings in
connection with the transactions contemplated by this Agreement and all documents and
instruments incident to such transactions shall be satisfactory to such Purchaser and its special
counsel, and such Purchaser and its special counsel shall have received adj such counterpart
originals or certified or other copies of such documents as such Purchaser or such special counsel
may reasonably request.

Section 4.12. Regulatory Approval. Prior to the Closing, such Purchaser and its special
counsel shall have received evidence that all approvals and authorizations of the ACC, which are
required to be obtained in connection with the issuance of the Notes and the execution and
delivery by the Company of, and the performance by the Company of its obligations under, this
Agreement and the Notes have been duly obtained, and are in full force and all conditions
contained in such approvals and authorizations which are to be fulf i l led on or prior to the
issuance of the Notes have been fulfilled.

Section 4.13. Rating. Prior to the Closing, such Purchaser and its special counsel shall
have received evidence that Moody's shall have assigned the Notes a rating of "Baan" or better.

SECTION 5. REPRESENTATIONS AND WARRANTIES OF THE OBLIGORS.

Each Obligor represents and warrants to each Purchaser that:

Section 5.1. Organizat ion; Power and Author i ty . Such Obl igor  is  a  corporat ion du ly
o r g a n i z e d ,  v a l i d l y  e x i s t i n g  a n d  i n  g o o d  s t a n d i n g  u n d e r  t h e  l a w s  o f  i t s  j u r i s d i c t i o n  o f
incorporat ion, and is  du ly  qual i f ied as  a fore ign corporat ion and is  in  good s tanding in  each
jur isd ic t ion in  which such qual i f icat ion is  required by law, other than those jur isdictions as to
wh ic h  th e  fa i l u r e  to  b e  s o  q u a l i f i e d  o r  i n  g o o d  s ta n d in g  c o u ld  n o t ,  i n d i v id u a l l y  o r  i n  th e
aggregate, reasonably  be expected to have a Mater ia l  Adverse Effect.  Such Obl igor  has the
corporate power  and author ity  to own or  hold under  lease the Proper ties i t  purpor ts to own or
hold under lease, to transact the business it transacts and proposes to transact, to execute and
deliver this Agreement and the Notes to which it is a party and to perform the provisions hereof
and thereof.

Section 5.2. Authorization, Etc. This Agreement and the Notes to which such Obligor is
a party have been duly authorized by all necessary corporate action on the part of such Obligor,
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and this Agreement constitutes, and upon execution and delivery thereof each Note will

constitute, a legal, valid and binding obligation of such Obligor enforceable against such Obligor

in accordance with its terms, except as such enforceability may be limited by (a) applicable

bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the

enforcement of creditors' rights generally and (b) general principles of equity (regardless of

whether such enforceability is considered in a proceeding in equity or at law).

Section 5.3. Disclosure. The Company, through its agents, Union Bank of California

and JP Morgan Securities, has delivered to each Purchaser a copy of a Private Placement

Memorandum, dated July, 2008 (the "Memorandum "), relating to the transactions contemplated

hereby. The Memorandum fairly describes, in all material respects, the general nature of the

business and principal Properties of the Obligors and their Subsidiaries. This Agreement, the

Memorandum and the docmnents, certificates or other writings delivered to the Purchasers by or

on behalf of the Obligors in connection with the transactions contemplated hereby and identified

in Schedule 5.3, and the financial statements listed in Schedule 5.5, (this Agreement, the

Memorandum and such documents, certificates or other writings and such financial statements

delivered to each Purchaser being referred to, collectively, as the "Disclosure Documents"),

taken as a whole, do not contain any untrue statement of a material fact or omit to state any

material fact necessary to make the statements therein not misleading in light of the

circumstances under which they were made. Except as disclosed in the Disclosure Documents,

since December 31, 2007, there has been no change in the financial condition, operations,

business or Properties of either Obligor or any Subsidiary of the Company except changes that

individually or in the aggregate could not reasonably be expected to have a Material Adverse

Effect. There is no fact known to such Obligor that could reasonably be expected to have a

Material Adverse Effect that has not been set forth herein or in the Disclosure Documents.

Section 5.4. Organization and Ownership of Shares of Subsidiaries; Affiliates.
(a)Schedule5.4 contains (except as noted therein) complete and correct lists (i) of each
Obligor's Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the jurisdiction
of its organization, and the percentage of shares of each class of its capital stock or similar equity
interests outstanding owned by such Obligor and each other Subsidiary, (ii) of each Obligor's
Affiliates, other than Subsidiaries, and (iii) of each Obligor's directors and senior officers.

(b) All of the outstanding shares of capital stock or similar eqLulty interests of each
Subsidiary shown inSchedule5.4 as being owned by an Obligor and its Subsidiaries have been
validly issued, are fully paid and no assessable and are owned by such Obligor or another
Subsidiary free and clear of any Lien (except as otherwise disclosed inSchedule 5.4).

(c) Each Subsidiary identified inSchedule5.4 is a corporation or other legal entity duly
organized, validly existing and in good standing under the laws of its jurisdiction of organization,
and is duly qualified as a foreign corporation or other legal entity and is in good standing in each
jurisdiction in which such qualification is required by law, other than those jurisdictions as to
which the failure to be so qualified or in good standing could not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect. Each such Subsidiary has
the corporate or other power and authority to own or hold under lease the Properties it purports
to own or hold under lease and to transact the business it transacts and proposes to transact.
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(d) No Subsidiary of the Company is a  par ty to,  or  otherwise subject  to,  any legal ,
regulatory, contractual or other restriction (other than this Agreement, the agreements listed on
Schedule 5.4 and customary limitations imposed by corporate law or similar statutes) restricting
th e abi l i t y of such  Subsid i a r y t o pay d ividen ds  ou t  of p r ofi t s  or  make an y oth er  s im i l a r
distributions of profits to the Company or any of its Subsidiaries that owns outstanding shares of
capital stock or similar equity interests of such Subsidiary.

Section 5.5. Financial Statements; Material Liabilities. Each Obligor  has delivered to
each Purchaser copies of the financial statements of such Obligor and its Subsidiaries listed on
Schedule 5.5. All of said financial statements (including in each case the related schedules and
notes) fair ly present in all material respects the consolidated financial position of such Obligor
and i ts Subsidiar ies as of the respective dates specified in  such  financial  statements and the
consolidated results of their operations and cash flows for the respective periods so specified and
have been  prepared in  accordance wi th  GAAP consisten t ly appl ied th roughout  the per iods
involved except as set  for th  in  the notes thereto (subject ,  in  the case of any in ter im financial
statements, to normal year-end adjustments). Each Obligor and the Subsidiaries of Company do
not have any Material liabilities that are not disclosed on such financial statements or otherwise
disclosed in the Disclosure Documents.

Section 5.6. Compliance with Laws, Other Instruments, Etc. The execution, delivery
and performance by each Obligor of this Agreement and the Notes to which it is a party Mil not
(a) contravene, result in any breach of, or constitute a default under, or result in the creation of
any Lien in respect of any Properly of such Obligor or any Subsidiary of the Company under,
any indenture, mortgage, deed of trust, loan, purchase or credit agreement, lease, corporate
charter or by-laws, or any other agreement or instrument to which such Obligor or any
Subsidiary of the Company is bound or by which such Obligor or any Subsidiary of the
Company or any of their respective Properties may be bound or affected, (b) conflict with or
result in a breach of any of the terms, conditions or provisions of any order, judgment, decree, or
ruling of any court, arbitrator or Governmental Authority applicable to such Obligor or any
Subsidiary of the Company or (c) violate any provision of any statute or other rule or regulation
of any Governmental Authority applicable to such Obligor or any Subsidiary of the Company.

Section 5. 7. Governmental Authorization, Etc. No consent,approval or authorization of,
or registration, filing or declaration with, any Governmental Authority is required in connection
with the execution, delivery or performance by either Obligor of this Agreement and the Notes to
which it is a party, except for authorization by the ACC, which authorization has been obtained
and is in full force and effect and all conditions contained in such authorization which are to be
fulfilled on or prior to the date of issuance of Notes havebeen fulfilled.

Section 5.8. Litigation; Observance of Agreements, Statutes and Orders. (a) There are
no actions, suits, investigations or proceedings pending or, to the knowledge of either Obligor,
threatened against or affecting either Obligor or any Subsidiary of the Company or any Property
of either Obligor or any Subsidiary of the Company in any court or before any arbitrator of any
kind or before or by any Governmental Authority that, individually or in the aggregate, could
reasonably be expected to have a Material Adverse Effect.
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(b) No Obligor nor any Subsidiary of the Company is in default under any term of any
agreement or instrument to which it is a party or by which it is bound, or any order, judgment,
decree or ruling of any court, arbitrator or Governmental Authority or is in violation of any
applicable law, ordinance, rule or regulation (including without limitation Environmental Laws
or the USA Patriot Act) of any Governmental Authority, which default or violation, individually
or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

Section 5.9. Taxes. Such Obligor and the Subsidiaries of the Company have filed all tax

returns that are required to have been tiled in any jurisdiction, and have paid all taxes shown to

be due and payable on such returns and all other taxes and assessments levied upon them or their

Properties, assets, income or franchises, to the extent such taxes and assessments have become

due and payable and before they have become delinquent, except for any taxes and assessments

(a) the amount of which is not individually or in the aggregate Material or (b) the amount,

applicability or validity of which is currently being contested in good faith by appropriate

proceedings and with respect to which such Obligor or Subsidiary of the Company, as the case

may be, has established adequate reserves in accordance with GAAP. Such Obligor knows of no

basis for any other tax or assessment that could reasonably be expected to have a Material

Adverse Effect. The charges, accruals and reserves on the books of the Company and its

Subsidiaries in respect of federal, state or other taxes for all fiscal periods are adequate. The

federal income tax liabilities of such Obligor and the Subsidiaries of the Company have been

finally determined (whether by reason of completed audits or the statute of limitations having

Mn) for all fiscal years up to and including the fiscal year ended December 31, 2004.

Section 5.10. Ti tl e  to  Property; Leases. Such Obligor and the Subsidiaries of the

Company have good and sufficient title to their respective Properties that individually or in the

aggregate are Material, including all such Properties reflected in the most recent audited balance

sheet referred to in Section 5.5 or purported to have been acquired by such Obligor or any

Subsidiary of the Company after said date (except as sold or otherwise disposed of in the

ordinary course of business), in each case free and clear of Liens prohibited by this Agreement.

All leases that individually or in the aggregate are Material are valid and subsisting and are in

full force and effect in all material respects.

Section 5.11. Licenses, Permits, Etc. (a) Such Obligor and the Subsidiaries of the
Company own or possess all licenses, permits, franchises, authorizations, patents, copyrights,
proprietary software, service marks, trademarks and trade names, or rights thereto, that
individually or in the aggregate are Material, without known conflict with the rights of others.

(b) To the best knowledge of such Obligor, no product of such Obligor infringes in any
Material respect any license, permit, franchise, authorization, patent, copyright, proprietary
soiiware, service mark, trademark, trade name or other right ownedby any other Person.

(c) To the best knowledge of such Obligor, there is no Material violation by any Person
of any right of such Obligor or any Subsidiary of the Company with respect to any patent,
copyright, proprietary software, service mark, trademark, trade name or other right owned or
used by such Obligor or any Subsidiary of the Company.
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Section 5.12. Compliance with ERISA. (a) Such Obligor and each ERISA Affiliate have
operated and administered each Plan in compliance with all applicable laws except for such
instances of noncompliance as have not resulted in and could not reasonably be expected to
result in a Material Adverse Effect. Neither such Obligor nor any ERISA Affiliate has incurred
any liability pursuant to Title I or IV of ERISA (other than claims for benefits in the ordinary
course or PBGC premiums required by Title IV of the ERISA) or the penalty or excise tax
provisions of the Code relating to employee benefit plans (as defined in section 3 of ERISA), and
no event, transaction or condition has occurred or exists that could reasonably be expected to
result in the incurrence of any such liability by such Obligor or any ERISA Affiliate, or in the
imposition of any Lien on any of the rights, Properties or assets of such Obligor or any ERISA
Affiliate, in either case pursuant to Title I or IV of ERISA or to such penalty or excise tax
provisions or to section 401(a)(29) or 412 of the Code, other than such liabilities or Liens as
would not be individually or in the aggregate Material.

(b) The present value of the aggregate benefit liabilities under each of such Obligor's
Plans (other than Multiemployer Plans), determined as of the end of such Plan's most recently
ended plan year on the basis of the actuarial assumptions specified for funding purposes in such
Plan's most recent actuarial valuation report, did not exceed the aggregate current value of the
assets of such Plan allocable to such benefit liabilities by more than $5,000,000 in the case of
any single Plan and by more than $5,000,000 in the aggregate for all Plans. The term "benefit
liabilities" has the meaning specified in section 4001 of ERISA and the terms "current value"
and "present value" have the meaning specified in section 3 of ERISA.

(c) Such Obligor and its ERISA Affiliates have not incurred withdrawal liabilities (and
are not subject to contingent withdrawal liabilities) under section 4201 or 4204 of ERISA in
respect of Multiernployer Plans that individually or in the aggregate are Material.

(d) The expected post retirement benefit obligation (determined as of the last day of
such Obligor's most recently ended fiscal year in accordance with Financial Accounting
Standards Board Statement No. 106, without regard to liabilities attributable to continuation
coverage mandated by section 4980B of the Code) of such Obligor and the Subsidiaries of the
Company is not Material.

(e ) The execution and delivery of this Agreement and the issuance and sale of the Notes
hereunder will not result in any transaction that is subject to the prohibitions of section 406 of
ERISA or section 4975(c)(1)(A)-(D) of the Code, in either case, for which there is no available
exemption. The representation by the Company in the first sentence of this Section S.l2(e) is
made in reliance upon and subject to the accuracy of such Purchaser's representation in
Section 6.2 as to the sources of the funds used to pay the purchase price of the Notes to be
purchased by such Purchaser.

Section 5. 13. Private Offering by the Company. Neither the Company nor the Guarantor
nor anyone acting on its respective behalf has offered the Notes, the Guaranty or any similar
Securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached
or negotiated in respect thereof with, any Person other than the Purchasers and not more than 30
other Institutional Investors, each of which has been offered the Notes at a private sale for
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investment. Neither the Company nor the Guarantor nor anyone acting on its respective behalf
has taken, or will tice, any action that would subject the issuance or sale of the Notes to the
registration requirements of section 5 of the Securities Act or to the registration requirements of
any Securities or blue sky laws of any applicable jurisdiction.

Section 5.14. Use of Proceeds; Margin Regulations. The Company will apply the
proceeds of the sale of the Notes as set forth in the "Use of Proceeds" section of the Executive
Summary portion of the Memorandum. No part of the proceeds from the sale of the Notes
hereunder will be used, directly or indirectly, for the purpose of buying or carrying any margin
stock within the meaning of Regulation U of the Board of Governors of the Federal Reserve
System (12 CFR 221), or for the purpose of buying or carrying or trading in any Securities under
such circumstances as to involve any Obligor in a violation of Regulation X of said Board (12
CFR 224) or to involve any broker or dealer in a violation of Regulation T of said Board (12
CFR 220). Margin stock does not constitute any of the consolidated assets of any Obligor or any
Subsidiaries of the Company and neither Obligor has any present intention to acquire margin
stock. As used in this Section, the terms "margin stock" and "purpose of buying or carrying"
shall have the meanings assigned to them in said Regulation U.

Section 5.15. Existing Indebtedness; Future Liens. (a) Schedule 5.15 sets forth a
complete and correct list of all outstanding Indebtedness of each Obligor and each Subsidiary of
the Company as of the date of the Closing (including a description of the obligors and obliges,
principal amount outstanding and collateral therefor, if any, and Guaranty thereof; if any).
Neither Obligor nor any Subsidiary of the Company is in default and no waiver of default is
currently in effect, in the payment of any principal or interest on any Indebtedness of such
Obligor or such Subsidiary of the Company and no event or condition exists with respect to any
Indebtedness of such Obligor or any Subsidiary of the Company that would permit (or that with
notice or the lapse of time, or both, would permit) one or more Persons to cause such
Indebtedness to become due and payable before its stated maturity or before its regularly
scheduled dates of payment.

(b) Except as disclosed in Schedule 5.15, neither Obligor nor any Subsidiary of the
Company has agreed or consented to cause or permit in the future (upon the happening of a
contingency or otherwise) any of its Property, whether now owned or hereafter acquired, to be
subject to a Lien not permitted by Section 10.3.

(c) Neither Obligor nor any Subsidiary of the Company is a party to, or otherwise
subject to any provision contained in, any instrument evidencing Indebtedness of such Obligor or
such Subsidiary of the Company, any agreement relating thereto or any other agreement
(including, but not limited to, its charter or other organizational document) which limits the
amount of or otherwise imposes restrictions on the incurring of, Indebtedness of such Obligor or
any Subsidiary of the Company, except as specifically indicated inSchedule 5.15.

Section 5.16. Foreign Assets Control Regulations, Etc. (a) Neither the sale of the Notes
by the Company nor the issuance, execution and delivery of the Guaranty by the Guarantor nor
the Company's use of the proceeds from the issuance of the Notes will violate the Trading with
the Enemy Act, as amended, or any of the foreign assets control regulations of the United States
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Treasury Department (31 CFR, Subtitle B, Chapter V, as amended) or any enabling legislation or
executive order relating thereto .

(b) Neither  such Obligor  nor  any Subsidiary of the Company (i) is a Person described
or  designated in  the Specially Designated Nationals and Blocked Persons List of the Office of
Foreign  Assets Con trol  or  in  Sect ion  1 of the An t i -Ter ror ism Order  or  ( i i )  engages in  any
deal ings or  t r ansact ions wi th  any such  Per son . Each  Obl igor  an d th e Subsidia r ies of th e
Company are in compliance, in all material respects, with the USA Patriot Act.

(c) No part of the proceeds from the sale of the Notes hereunder will be used, directly
or indirectly, for any payments to any governmental official or employee, political party, official
of a political party, candidate for political office, or anyone else acting in an official capacity, in
order  to obtain, retain or  direct business or  obtain any improper  advantage, in  violation of the
United States Foreign Corrupt Practices Act of 1977, as amended, assuming in all cases that such
Act applies to the Company.

Section 5.17. Status under Certain Statutes. Neither Obligor nor any Subsidiary of the
Company is subject to regulation under the Investment Company Act of 1940, as amended, or
the ICC Termination Act of 1995, as amended.

l

Section 5.18. Notes Rank Peri Passu. The obligations of the Company under this
Agreement and the Notes rank at least part pass in right of payment with all other senior
unsecured Indebtedness (actual or contingent) of the Company, including, without limitation, all
senior unsecured Indebtedness of the Company described in Schedule5.15 hereto. The
obligations of the Guarantor under the Guaranty rank at leastpart pass in right of payment with
all other senior unsecured Indebtedness (actual or contingent) of die Guarantor, including,
without limitation, all senior unsecured Indebtedness of the Guarantor described in
Schedule 5.15hereto.

Section 5.19. Environmental Matters. (a) Neither Obligor nor any Subsidiary of  the
Company has knowledge of  any claim or has received any notice of  any claim, and no
proceeding has been instituted raising any claim against such Obligor or any of the Subsidiaries
of the Company or any of their respective real Properties now or formerly owned, leased or
operated by any of them or other assets, alleging any damage to the environment or violation of
any Environmental Laws, except, in each case, such as could not reasonably be expected to result
in a Material Adverse Effect.

(b) Neither Obligor nor any Subsidiary of the Company has knowledge of any facts
which would give rise to any claim, public or private, of v iolation of Environmental Laws or
damage to the environment emanating from, occurring on or in any way related to real Properties
now or formerly owned, leased or operated by any of them or to other assets or their use, except,
in each case, such as could not reasonably be expected to result in a Material Adverse Effect.

(c) Neither Obligor nor any Subsidiary of the Company has stored any Hazardous
Material on real Properties now or formerly owned, leased or operated by any of them or has

-10-



UNS ELECTRIC, INC. NOTE PURCHASE AGREEMENT

disposed of any Hazardous Material in a manner contrary to any Environmental Laws in each
case in any manner that could reasonably be expected to result in a Material Adverse Effect.

(d) A11 buildings on all real Properties now owned, leased or operated by any Obligor
or  any Subsidiary of the Company are in  compl iance wi th  appl icable Environmen ta l  Laws,
except where failure to comply could not reasonably be expected to result in a Material Adverse
Effect.

SECTION 6. REPRESENTATIONS OFTHE PURCHASERS.

Section 6.1. Purchase for Investment. Each Purchaser  several ly represents that  i t  is
purchasing the Notes for  i ts own account or  for  one or  more separate accounts maintained by
such Purchaser  or  for  the account of one or  more pension or  trust funds and not with a view to
the distribution thereof, provided that the disposition of such Purchaser 's or their  Property shall
at  al l  t imes be with in  such  Purchaser 's or  their  control .  Each Purchaser  understands that  the
Notes have not  been  registered under  the Secur i t ies Act and may be resold only if registered
pursuant to the provisions of the Securities Act or if an exemption from registration is available,
except under circumstances where neither such registration nor such an exemption is required by
law, and that the Company is not required to register the Notes.

Section6.2. Source of Funds. Each Purchaser severally represents that at least one of
the following statements is an accurate representation as to each source of funds (a "Source ") to
be used by such Purchaser to pay the purchase price of the Notes to be purchased by such
Purchaser hereunder:

(a) the Source is an "insurance company general account" (as the term is
defined in the United States Department of Labor's Prohibited Transaction Exemption
("PTE ") 95-60) in respect of which the reserves and liabilities (as defined by the annual
statement for life insurance companies approved by the NAIC (the "NAIC Annual
Statement")) for the general account contract(s) held by or on behalf of any employee
benefit plan together with the amount of the reserves and liabilities for the general
account contract(s) held by or on behalf of any other employee benefit plans maintained
by the same employer (or affiliate thereof as defined in PTE 95-60) or by the same
employee organization in the general account do not exceed ten percent (10%) of the total
reserves and liabilities of the general account (exclusive of separate account liabilities)
plus surplus as set forth in the NAIC Annual Statement filed with such Purchaser's state
of domicile; or

(b) the Source is a separate account that is maintained solely in connection
with such Purchaser's fixed contractual obligations under which the amounts payable, or
credited, to any employee benefit plan (or its related trust) that has any interest in such
separate account (or to any participant or beneficiary of such plan (including any
annuitant)) are not affected in any manner by the investment performance of the separate
account, or
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(c) the Source is ei ther  (i )  an  insurance company pooled separate account,
with in  the meaning of PTE 90-1,  or  (i i) a bank collective investment fund,  with in  the
meaning of the PTE 91-38 and, except as have been disclosed by such Purchaser  to the
Company in  wr i t ing pursuant  to th is clause (c),  no employee benefi t  plan  or  group of
plans maintained by the same employer or employee organization beneficially owns more
than 10% of all assets allocated to such pooled separate account or collective investment
fund; or

(d) the Source constitutes assets of an "investment fund" (within the meaning
of Part V of the QPAM Exemption) managed by a "qualified professional asset manager"
or "QPAM" (within the meaning of  PartV of  the QPAM Exemption), no employee
benefit plan's assets that are included in such investment fund, when combined with the
assets of  al l  other employee benef it plans established or maintained by the same
employer or by an af f i l iate (wi thin the meaning of  sect ion V(c)( l )  of  Me QPAM
Exemption) of such employer or by the same employee organization and managed by
such QPAM, exceed 20% of  the total  cl ient assets managed by such QPAM, the
conditions of Part I(c) and (g) of the QPAM Exemption are satisfied, as of the last day of
its most recent calendar quarter, the QPAM does not own a 10% or more interest in the
Company and no Person controlling or controlled by the QPAM (applying the definition
of "control" in section V(e) of the QPAM Exemption) owns a 20% or more interest in the
Company (or less than 20% but greater than 10%, if such Person exercises control over
the management or policies of the Company by reason of its ownership interest) and
(i) the identity of such QPAM and (ii) the names of all employee benefit plans whose
assets are included in such investment fund have been disclosed to the Company in
writing pursuant to this clause (d); or

(e) t h e  Sour ce  con s t i t u t es  a sse t s  of  a  "p l a n ( s ) "  (wi t h i n  t h e  m ea n i n g  of
sect ion  IV of PTE 96-23 ( the "INHAM Exempt ion")) managed by  an "in-house asset
manager" or  "INHAM" (within  the meaning of Par t  IV of the INHAM Exemption), the
conditions of Par t  I(a),  (g) and (h) of the INHAM Exemption are satisfied,  neither  the
INHAM nor a Person controlling or controlled by the INHAM (applying the definition of
"control" in  section Iv(d) of the INHAM Exemption) owns a 5% or  more interest in  the
Compan y an d ( i )  th e iden t i ty of such  INHAM an d ( i i )  th e n ame(s)  of th e employee
benefit p1an(s) whose assets constitute the Source have been disclosed to the Company in
writing pursuant to this clause (e); or

(f> the Source is a governmental plan; or

(g) the Source is one or more employee benefit plans, or a separate account or
trust fund comprised of one or more employee benefit plans, each of which has been
identified to the Company in writing pursuant to this clause (g), or

(h) the Source does not include assets of any employee benefit plan, other
than a plan exempt from the coverage of ERISA.
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A s  u s e d  i n  t h i s Section 6 . 2 ,  t h e  t e r m s  " e m p l o y e e  b e n e f i t  p l a n " ,  " g o v e r n m e n t s  p l a n " ,
"pa r t y  i n  i n t e res t "  and  "sepa ra t e  accoun t "  sha l l  have  t he  respec t i ve  m ean i ngs  ass i gned  t o  such
t e rm s  i n  sec t i on  3  o f  ER I SA .

SECTION 7. INFORMATION AS TO THE OBLIGOR.

Sect ion 7.1. F i n a n c i a l  a n d  B u s i n e s s  I n f o r m a t i o n . E a c h  O b l i g o r  s h a l l  d e l i v e r  t o  e a c h
holder  o f  Notes that  i s  an Ins t i t u t i ona l  I nvestor :

(a) Quart e r l y  S ta t ement s  - n th  in  60 days after  the end of each  quar ter ly
fiscal period in each fiscal year of such Obligor (other than the last quarterly fiscal period
of each such fiscal year), copies of:

( i ) a consol idated balance sheet  of  such Obl igor and i t s  Subsid iar ies as
at  the end of  such quarter,  and

(ii) consolidated statements of income and cash flows of such Obligor
and i ts Subsidiar ies for  such  quar ter  and (in  the case of the second and th ird
quarters) for the portion of the fiscal year ending with such quarter,

se t t i ng  f o r t h  i n  each  case  i n  com para t i ve  f o rm  t he  f i gu res  f o r  t he  co r respond i ng  pe r i ods  i n  t he
p rev i ous  f i s ca l  yea r ,  a l l  i n  reasonab l e  de t a i l ,  p repa red  i n  acco rdance  w i t h  G A A P  app l i cab l e  t o
q u a r t e r l y  f i n a n c i a l  s t a t e m e n t s  g e n e r a l l y ,  a n d  c e r t i f i e d  b y  a  S e n i o r  F i n a n c i a l  O f f i c e r  o f  s u c h
O b l i g o r  a s  f a i r l y  p r e s e n t i n g ,  i n  a l l  m a t e r i a l  r e s p e c t s ,  t h e  f i n a n c i a l  p o s i t i o n  o f  t h e  c o m p a n i e s
be i ng  repo r t ed  on  and  t he i r  resu l t s  o f  ope ra t i ons  and  cash  f l ow s ,  sub j ec t  t o  changes  resu l t i ng
f ro m  ye a r -e n d  a d j u s t m e n t s , p r o v i d e d t h a t  d e l i v e r y  w i t h i n  t h e  t i m e  p e r i o d  s p e c i f i e d  a b o v e  o f
c o p i e s  o f  s u c h  O b l i g o r ' s  F o r m  1 0 - Q ,  i f  a n y ,  p r e p a r e d  i n  c o m p l i a n c e  w i t h  t h e  r e q u i r e m e n t s
t h e r e f o r  a n d  f i l e d  w i t h  t h e  S E C  s h a l l  b e  d e e m e d  t o  s a t i s f y  t h e  r e q u i r e m e n t s  o f  t h i s
Section 7.1(a) , p ro v i d e d ,  f u r t h e r , t ha t  such  Ob l i gor  sha l l  be  deemed t o  have  made such  de l i ve ry
o f  s u c h  F o rm  1 0 -0  i f  i t  s h a l l  h a v e  t i m e l y  m a d e  s u c h  F o rm  1 0 -Q  a v a i l a b l e  o n  " E D G A R "  a n d  o n
i t s  hom e  page  on  t he  w o r l dw i de  w eb  and  sha l l  have  g i ven  each  P u rchase r  p r i o r  no t i ce  o f  such
ava i l ab i l i t y  on  ED G AR  and  on  i t s  hom e page  i n  connec t i on  w i t h  each  de l i ve ry  (such  ava i l ab i l i t y
and not i ce  thereof  be ing re ferred t o  as  "E l ec t ron i c  D e l i ve r ; v " ) ,

(b) Annual  S ta tements  - within 105 days after the end of each fiscal year of
such Obligor, copies of,

(i) a consolidated balance sheet of such Obligor and its Subsidiaries,
as at the end of such year, and

( i i ) consol idated statements of  income,  changes in shareholders'  eq1.ul ty
and cash f l ows of  such Obl igor  and i t s  Subsid iar ies,  f or  such year,

setting forth in each case in comparative form the figures for the previous fiscal year, all
in reasonable detail, prepared in accordance with GAAP, and accompanied by an opinion
th er eon  of in depen den t  publ ic accoun tan t s  of r ecogn ized n a t ion a l  s t an din g,  wh ich
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opinion shall state that such financial statements present fairly, in all material respects,

the financial position of the companies being reported upon and their results of operations

and cash flows and have been prepared in conformity with GAAP, and, if such Obligor is

a reporting company under the Exchange Act, that the examination of such accountants in

connection with such financial statements has been made in accordance with the

standards of the Public Company Accounting Oversight Board (United States), and that

such audit provides a reasonable basis for such opinion in the circumstances, provided

that the delivery within the time period specified above of such Obligor's Form 10-K, if

any, for such fiscal year (together with the Company's annual report to shareholders, if

any, prepared pursuant to Rule 14a-3 under the Exchange Act) prepared in accordance

with the requirements therefor and filed with the SEC shall be deemed to satisfy the

requirements of this Section 7.1(b); provided, further, that such Obligor shall be deemed

to have made such delivery of such Form 10-K if it shall have timely made Electronic

Delivery thereof;

(c) SEC and Other Reports - promptly upon their becoming available, one
copy of (i) each financial statement, report, notice or proxy statement sent by such
Obligor or any Subsidiary of the Company to its principal lending banks as a whole
(excluding information sent to such banks in the ordinary course of administration of a
bank facility, such as information relating to pricing and borrowing availability or to its
public securities holders generally) and (ii) each regular or periodic report, each
registration statement (without exhibits except as expressly requested by such holder),
and each prospectus and all amendments thereto filed by the Company or any Subsidiary
with the SEC and of all press releases and other statements made available generally by
such Obligor or any Subsidiary to the public concerning developments that are Material,

(d) Notice of Default or Event of Default -promptly, and in any event within
five days after a Responsible Officer becoming aware of the existence of any Default or
Event of Default or that any Person has given any notice or taken any action with respect
to a claimed default hereunder or that any Person has given any notice or taken any action
with respect .to a claimed default of the type referred to in Section 12(1),a written notice
specifying the nature and period of existence thereof and what action the Company or the
Guarantor, as the case may be, is taking or proposes to take with respect thereto,

(e) ERISA Matters - prompdy, and in any event within five days after a
Responsible Officer becoming aware of any of the following, a written notice setting
forth the nature thereof and die action, if any, that the Company or the Guarantor, as the
case may be, or an ERISA Affiliate proposes to take with respect thereto:

(i) with respect to any Plan, any reportable event, as defined in
section 4043(c) of ERISA and the regulations thereunder, for which notice thereof
has not been waived pursuant to such regulations as in effect on the date hereof;
or

(ii) the taking by the PBGC of steps to institute, or the threatening by
the PBGC of the institution of, proceedings under section 4042 of ERISA for the
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termination 0£ or the appointment of a trustee to administer, any Plan, or the
receipt by the Company or any ERISA Affiliate of a notice from a Multiemployer
Plan tha t  such act ion has  been taken by the PBGC wi th respect  to such
Multiemployer Plan; or

(i i i ) any event ,  transact ion or condi t ion that cou ld resu l t  in the
incurrence of any liability by t h e  Compan y or the Guarantor, as the case may be,
or any ERISA Affiliate pursuant to Title I or IV of ERISA or the penalty or excise
tax provisions of the Code relating to employee benefit plans, or in the imposition
of any Lien on any of the rights, Properties or assets of the Company or the
Guarantor, as the case may be, or any ERISA Affiliate pursuant to Title I or IV of
ERISA or such penalty or excise tax provisions, if such liability or Lien, taken
together with any other such liabilities or Liens then existing, could reasonably be
expected to have a Material Adverse Effect;

(f) Notices from Governmental Authority . promptly, and in any event
within 30 days of receipt thereof, copies of any notice to the Company or the Guarantor,
as the case may be, or any Subsidiary of the Company from any federal or state
Governmental Authority relating to any order, ruling, statute or other law or regulation
that could reasonably be expected to have a Material Adverse Effect;

(g) ACC Communications - promptly, and in any event within 30 days of
receipt thereof copies of any Material communication to the Company or the Guarantor,
as the case may be, or any Subsidiary of the Company from the ACC or any Material
filing by the Company or the Guarantor, as the case may be, or such Subsidiary with the
ACC relating to any matter that could reasonably be expected to cause or constitute a
Material Adverse Effect; and

(h) Requested Information - . with reasonable promptness, such other data
and infonnation relating to the business, operations, affairs, financial condition, assets or
Properties of the Company or the Guarantor, as the case may be, or any of the
Subsidiaries of the Company (including, but without limitation, actual copies of the
Company's Form 10-Q and Form 10-K) or relating to the ability of such Obligor to
perform its obligations hereunder and in the case of the Company, under the Notes as
from time to time may be reasonably requested by any such holder of Notes.

Section 7.2. O]§'icer's Certificate. Each set of financial statements delivered to a holder
of Notes pursuant to Section 7.1(a) or Section 7.1(b) shall be accompanied by a certificate of a
Senior Financial Officer of the Obligor delivering such financial statements setting forth (which,
in the case of Electronic Delivery of such financial statements, shall be by separate concurrent
delivery of such certificate to each holder of Notes):

(a ) Cov en an t  Comp l i a n c e  - -  t h e information (including detailed calculations)
requ i red in order to es tabl i sh whether the Obl igor was  in compl i ance wi th the
requirements of Section 10.4 and Section 10.5, if applicable, during the quarterly or
annual period covered by the statements then being furnished (including with respect to
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each such Section, where applicable, the calculations of the maximum or minimum
amount, ratio or percentage, as the case may be, permissible under the terms of such
Sections, and the calculation of the amount, ratio or percentage then in existence); and

(b) Event  of  Default  - a statement that  such Senior  Financial  Officer  has
reviewed the relevant terms hereof and has made, or caused to be made, under his or her
super vi s ion ,  a  r eview of th e t r an sact ion s an d  con di t ion s of such  Obl igor  fr om th e
begin n in g  of th e qua r t er ly or  an n ua l  per iod  cover ed  by th e s t a t emen t s  th en  bein g
furnished to the date of the certificate and that such review shall not have disclosed the
existence dur ing such per iod of any condition or  event that constitutes a Default  or  an
Event of Default or ,  if any such condition or  event existed or  exists (including, without
limitation, any such event or condition resulting from the failure of such Obligor or any
Subsidiary of the Company to comply wi th  any Environmen ta l  Law),  speci fying the
faire and per iod of existence thereof and what action such Obligor  shall  have taken or
proposes to take with respect thereto.

Section 7.3. Visitation. Each Obligor shall permit the representatives of each holder of
Notes that is an Institutional Investor:

(a) No Default - if no Default or Event of Default then exists, at theexpense
of such holder and upon reasonable prior notice to such Obligor, to visit the principal
executive office of such Obligor, to discuss the affairs, finances and accounts of such
Obligor and the Subsidiaries of the Company and with such Obligor's officers, and (with
the consent of such Obligor, which consent will not be unreasonably withheld) its
independent public accountants, and (with the consent of such Obligor, which consent
will not be unreasonably withheld) to visit the other offices and Properties of such
Obligor and each Subsidiary of such Obligor, all at such reasonable times and as often as
may be reasonably requested in writing, and

(b) Default - if a Default or Event of Default then exists, at the expense of
such Obligor, to visit and inspect any of the offices or Properties of such Obligor or any
Subsidiary of the Company, to examine all their respective books of account, records,
reports and other papers, to make copies and extracts therefrom, and to discuss their
respective affairs, finances and accounts with their respective officers and independent
public accountants (and by this provision such Obligor authorizes said accountants to
discuss the affairs, finances and accounts of such Obligor and the Subsidiaries of the
Company), all at such times and as often as may be requested.

SECTION 8. PREPAYMENT OF THE NOTES l

Section 8.1. Maturity. As provided therein ,  the entire unpaid pr incipal  balance of the
Notes shall be due and payable on the stated maturity date thereof.

Section 8.2. Optional Prepayments with Make- Whole Amount. The Company may, at its
option, upon notice as provided below, prepay at any time all, or from time to time any part of,
the Notes of any series, in an amount not less than 10% of the aggregate principal amount of the
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Notes of such series then outstanding in the case of a partial prepayment, at 100% of the

principal amount so prepaid, together with interest accrued thereon to the date of such

prepayment, and the Make-Whole Amount determined for the prepayment date with respect to

such principal amount. The Company will give each holder of Notes of the series to be prepaid

written notice of each optional prepayment under this Section 8.2 not less than 30 days and not

more than 60 days prior to the date fixed for such prepayment. Each such notice shall specify

such date (which shall be a Business Day), the aggregate principal amount of the Notes of the

series to be prepaid on such date, the principal amount of each Note held by such holder to be

prepaid (determined in accordance with Section 8.3), and the interest to be paid on the

prepayment date with respect to such principal amount being prepaid, and shall be accompanied

by a certificate of a Senior Financial Officer as to the estimated Make-Whole Amount due in

connection with such prepayment (calculated as if the date of such notice were the date of the

prepayment), setting forth the details of such computation. Two Business Days prior to such

prepayment, the Company shall deliver to each holder of Notes of the series to be prepaid a

certificate of a Senior Financial Officer specifying the calculation of such Make-Whole Amount

as of the specified prepayment date.

Section 8.3. Allocation of Partial Prepayments. In the case of each partial prepayment
of the Notes of any series pursuant to Section 8.2, the principal amount of the Notes of such
series to be prepaid shall be allocated among all of the Notes of such series at the time
outstanding in proportion, as nearly as practicable, to the respective unpaid principal amounts
thereof not theretofore called for prepayment. All partial prepayments made pursuant to
Section 8.5 shall be applied only to the Notes of the holders who have elected to participate in
such prepayment.

Section 8.4. Maturity; Surrender, Etc. In the case of each prepayment of Notes pursuant
to this Section 8, the principal amount of each Note to be prepaid shall mature and become due
and payable on the date fixed for such prepayment (which shall be a Business Day), together
with interest on such principal amount accrued to such date and the applicable Madre-Whole
Amount, if any. From and after such date, unless the Company shall fail to pay such principal
amount when so due and payable, together with the interest and Make-Whole Amount, if any, as
aforesaid, interest on such principal amount shall cease to accrue. Any Note paid or prepaid in
full shall be surrendered to the Company and cancelled and shall not be reissued, and no Note
shall be issued in lieu of any prepaid principal amount of any Note.

Section 8.5. Change of Control. Promptly, and in any event within five (5) Business
Days after the occurrence of a Change of Control, the Company will give written notice thereof
to each Noteholder (each such notice, a "Change of Control Notice"), which notice shall
(a) refer specifically to this Section8.5 and describe such Change of Control in reasonable
detail, (b) specify the date on which the Company shall prepay the Notes (the "Change of
Control Prepayment Date "), which date shall be not less than forty-five (45) days and not more
than sixty (60) days after the date of the giving of such Change of Control Notice and the date by
which the holders of the Notes must respond accepting or declining the Colnpany's offer to
prepay the Notes pursuant to this Section 8.5 (the "Response Date"), and (c) offer to prepay all
Notes at 100% of the unpaid principal amount of such Notes, together with interest accrued
thereon to the Change of Control Prepayment Date, but without Make-Whole Amount or other
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premium. Each  Noteh older  sh a l l  n ot i fy th e Compan y of such  Noteh older ' s  acceptan ce or
rejection of such offer  by giving written notice of such acceptance or  rejection to the Company
no later  than the Response Date, and the Company shall on the Change of Control Prepayment
Date prepay all of the Notes held by each Noteholder who has accepted such offer in accordance
with this Section 8.5 at a price in respect of each Note held by such Noteholder equal to 100% of
the unpaid principal amount of such Note, together with interest accrued thereon to the Change
of Control Prepayment Date,  but without Make-Whole Amount or  other  premium. The failure
by any Noteholder for any reason whatsoever to respond to such offer in writing on or before the
Response Date shall be deemed to be an rejection of such offer of prepayment in respect of such
Change of Control.

Section 8.6. Purchase ofNote5. The Company will not and will not permit any Affiliate
to purchase, redeem, prepay or otherwise acquire, directly or indirectly, any of the outstanding
Notes except upon the payment or prepayment of the Notes in accordance with the terms of this
Agreement and the Notes. The Company will promptly cancel all Notes acquired by it or any
Affiliate pursuant to any payment, prepayment or purchase of Notes pursuant to any provision of
this Agreement and no Notes may be issued in substitution or exchange for any such Notes.

Section 8.7. Make-Whole Amount. The term "Make-Whole Amount" means, with
respect to any Note, an amount equal to the excess, if any, of the Discounted Value of the
Remaining Scheduled Payments with respect to the Called Principal of such Note over the
amount of such Called Principal;provided dirt the Make-Whole Amount may in no event be less
than zero. For the purposes of determining the Make-Whole Amount, the following terms have
the following meanings :

"Called Principal " means, with respect to any Note, the principal of such Note
that is to be prepaid pursuant to Section8.2 or has become or is declared to be
immediately due and payable pursuant toSection 12.1,as the context requires.

"4

"Discounted Value " means, with respect to the Called Principal of any Note, the
amount obtained by discounting all Remaining Scheduled Payments with respect to such
Called Pr incipal from their  respective scheduled due dates to the Settlement Date Mth
respect to such Called Principal, in accordance with accepted financial practice and at a
discount factor (applied on the same periodic basis as that on which interest on the Notes
is payable) equal to the Reinvestment Yield with respect to such Called Principal.

"Reinvestment Yield" means, with respect to the Called Principal of any Note,
.50% (50 basis points) over the yield to maturity implied by (i) the yields reported as of
10:00 a.m. (New York City time) on the second Business Day preceding the Settlement
Date with respect to such Called Principal, on the display designated as "Page PX1" (or
such other display as may replace Page PXI) on Bloomberg Financial Markets for the
most recently issued actively traded on the run U.S. Treasury Securities having a maturity
equal to the Remaining Average Life of such Called Principal as of such Settlement Date,
or (ii) if such yields are not reported as of such time or the yields reported as of such time
are not ascertainable (including by way of interpolation), the Treasury Constant Maturity
Series Yields reported, for the latest day for which such yields have been so reported as
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of the second Business Day preceding the Settlement Date Mth respect to such Called
Principal, in Federal Reserve Statistical Release H.l5 (or any comparable successor
publication) for U.S. Treasury Securities having a constant maturity equal to the
Remaining Average Life of such Called Principal as of such Settlement Date. In the case
of each determination under clause (i) or clause (ii), as the case may be, of the preceding
paragraph, such implied yield will be determined, if necessary, by (a) converting U.S.
Treasury bill quotations to bond-equivalent yields in accordance with accepted financial
practice and (b) interpolating linearly between (1) the applicable U.S. Treasury Security
with the maturity closest to and greater than such Remaining Average Life and (2) the
applicable U.S. Treasury Security with the maturity closest to and less than such
Remaining Average Life. The Reinvestment Yield shall be rounded to the number of
decimal places as appears in the interest rate of the applicable Note.

"Remaining Average LW " means, with respect to any Called Principal, the
number of years (calculated to the nearest one-twelfth year) obtained by dividing (a) such
Called Principal into (b) the sum of the products obtained by multiplying (i) the principal
component of each Remaining Scheduled Payment with respect to such Called Principal
by (ii) the number of years (calculated to the nearest one-twelfth year) that will elapse
between the Settlement Date with respect to such Called Principal and the scheduled due
date of such Remaining Scheduled Payment.

"Remaining Scheduled Payments " means, with respect to the Called Principal of

any Note, all payments of such Called Principal and interest thereon that would be due

after the Settlement Date with respect to such Called Principal if no payment of such

Called Principal were made prior to its scheduled due date; provided that if such

Settlement Date is not a date on which interest payments are due to be made under the

terms of the Notes, then the amount of the next succeeding scheduled interest payment

will be reduced by the amount of interest accrued to such Settlement Date and required to

be paid on such Settlement Date pursuant to Section 8.2 or 12.1.

"Settlement Date " means, with respect to the Called Principal of any Note, the

date on which such Called Principal is to be prepaid pursuant to Section 8.2 or has

become or is declared to be immediately due and payable pursuant to Section 12.1, as the

context requires.

SECTION 9. AFFIRMATIVECOVENANTS.

Each Obligor covenants that so long as any of the Notes are outstanding:

Section 9.I . Compliance with Law. Such Obligor will and the Company will cause each
of its Subsidiaries to, comply with all laws, ordinances or governmental rules or regulations to
which each of them is subject, including, without limitation, ERISA, the USA Patriot Act and
Environmental Laws, and will obtain and maintain in effect all licenses, certificates, permits,
franchises and other governmental authorizations necessary to the ownership of their respective
Properties or to the conduct of their respective businesses, in each case to the extent necessary to
ensure that non-compliance with such laws, ordinances or governmental rules or regulations or
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failures to obtain or maintain in effect such licenses, certificates, permits, franchises and other

governmental authorizations could not, individually or in the aggregate, reasonably be expected

to have a Material Adverse Effect.

Seetion 9.2. Insurance. Such Obligor will and the Company will cause each of its

Subsidiaries to, maintain, with financially sound and reputable insurers, insurance with respect to

their respective Properties and businesses against such casualties and contingencies, of such

types, on such terms and in such amounts (including deductibles, co-insurance and

self-insurance, if adequate reserves are maintained with respect thereto) as is customary in the

case of entities of established reputations engaged in the same or a similar business and similarly

situated.

Section 9.3. Maintenance of Properties. Such Obligor will and the Company will cause
each of its Subsidiaries to, maintain and keep, or cause to be maintained and kept, their
respective Properties in good repair, working order and condition (other than ordinary wear and
tear), so that die business can°ied on in connection therewith may be properly conducted at all
times; provided that this Section9.3 shall not prevent such Obligor or any Subsidiary from
discontinuing the operation and the maintenance of any of its Properties if such discontinuance is
desirable in the conduct of its business and such Obligor has concluded that such discontinuance
could not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect.

Section 9.4. Payment of Taxes and Claims. Such Obligor will and the Company will
cause each of its Subsidiaries to, tile all tax returns required to be tiled in any jurisdiction and to
pay and discharge all taxes shown to be due and payable on such returns and all other taxes,
assessments, governmental charges, or levies imposed on them or any of their Properties, assets,
income or franchises, to the extent the same have become due and payable and before they have
become delinquent and all claims for which sums have become due and payable that have or
might become a Lien on Properties or assets of such Obligor and in the case of the Company,
any of its Subsidiaries;provided that neither such Obligor nor any such Subsidiary need pay any
such tax, assessment, charge, levy or claim if (a) the amount, applicability or validity thereof is
contested by such Obligor or such Subsidiary on a timely basis in good faith and in appropriate
proceedings, and such Obligor or such Subsidiary has established adequate reserves therefor in
accordance with GAAP on the books of such Obligor or such Subsidiary or (b) the nonpayment
of all such taxes, assessments, changes, levies and claims in the aggregate could not reasonably
be expected to have a Material Adverse Effect.

Section 9.5. Legal Existence, Etc. Subject to Section 10.2, such Obligor will at all times
preserve and keep in full force and effect its legal existence and the Company will at all times
preserve and keep in full force and effect the legal existence of each of its Subsidiaries (unless
merged into the Company or a Subsidiary of the Company) and all rights and franchises of such
Obligor and in the case of the Company its Subsidiaries unless, in the good faith judgment of
such Obligor, the termination of or failure to preserve and keep in full force and effect such legal
existence, right or franchise could not, individually or in the aggregate, have a Material Adverse
Effect.
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Section 9.6. Notes ro Rank Part Passu. The Notes and all other obligations under this
Agreement of the Company are and at all times shall rank at leastpart pass in right of payment
with all other present and future unsecured Indebtedness (actual or contingent) of the Company
which is not expressed to be subordinate or junior in rank to any other unsecured Indebtedness of
the Company. The obligations under the Guaranty of the Guarantor are and at all times shall
rank at least part pass in right of payment with all other present and future unsecured
Indebtedness (actual or contingent) of the Guarantor which is not expressed to be subordinate or
junior in rank to any other unsecured Indebtedness of the Guarantor.

Section 9.7. Books and Records. Each Obligor will, and in the case of the Company,
will cause each of its Subsidiaries to, maintain proper books of record and account in conformity
wide GAAP and all applicable requirements of any Governmental Authority having legal or
regulatory jurisdiction over such Obligor, or such Subsidiary, as the case may be.

Sect ion 9.8. C o r p o r a t e  S e p a r a t e n e s s . The Guarantor shall  at al l  times maintain its
separate existence and, specifically, shall conduct its affairs in accordance Mth the following:

(a) the Guarantor shall: (i) maintain and prepare separate financial reports
and financial statements in accordance Mth GAAP, showing its assets and liabilities
separate and apart from those of any other Person other than its Subsidiaries, and will not
have its assets listed on the financial statement of any other Person (provided, that the
Guarantor's assets may be included in a consolidated financial statement of a Person of
which the Guarantor is a Subsidiary, if inclusion on such consolidated financial statement
is required to comply with the requirements of GAAP); (ii) maintain its books, records
and bank accounts separate from those of its Affiliates and any other Person other than its
Subsidiaries; and (iii) not permit any of its Affiliates independent access to its bank
accotmts,

(b) the Guarantor shall not commingle or pool any of its funds or other assets
with those of any of its Affiliates or any other Person other than its Subsidiaries, and it
shall hold all of its assets in its own name,

(c) the Guarantor shall conduct its own business in its own name and shall not
operate, or purport to operate, collectively as a single or consolidated business entity with
respect to any Person other than its Subsidiaries,

(d) the Guarantor shall, insofar as is consistent with commercial and business
circumstances affecting its business and financial condition, remain solvent and pay its
own debts, liabilities and expenses (including overhead expenses, if any) only out of its
own assets as the same shall become due,

(e) the Guarantor has done, or caused to be done, and shall do, all things
necessary to observe all corporate formalities and other organizational formalities of the
jurisdiction in which it is organized, and preserve its existence,
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(f) the Guarantor shall, to the extent it utilizes stationery, invoices and checks,
maintain and utilize separate stationery, invoices and checks bearing its own name,

(g) the Guarantor shall, at all times, hold itself out to the public as a legal
entity separate and distinct from any other Person other than its Subsidiaries and shall
correct any known misunderstanding regarding its separate identity,

(11) the Guarantor shall not identify itself as a division of any other Person,

(i) the Guarantor shall maintain its assets in such a manner that it will not be
costly or difficult to segregate, ascertain or identify its individual assets from those of any
Affiliate or any other Person other than its Subsidiaries,

(j) the Guarantor shall not use its separate existence to abuse creditors or to
perpetrate a fraud, injury, or injustice on creditors in violation of applicable law,

(k) the Guarantor shall not, in connection with this Agreement or the Notes,
act with an intent to hinder,  delay, or  defraud any of its creditors in violation of
applicable law, and

(1) the Guarantor shall not pledge its assets for the benefit of any Person,
except as permitted by this Agreement.

SECTION 10. NEGATIVE COVENANTS l

Each Obl igor covenants that  so long as any of  the Notes are outs tanding:

Sect ion 10.1. T ransac t i ons  w i t h  A l iases. Such  Ob l i go r  sha l l  no t  and  t he  Com pany  sha l l
no t  pe rm i t  any  o f  i t s  S ubs i d i a r i es  t o  en t e r  i n t o  d i rec t l y  o r  i nd i rec t l y  any  t ransac t i on  o r  M a t e r i a l
g roup  o f  re l a t ed  t ransac t i ons  ( i nc l ud i ng  w i t hou t  l im i t a t i on  t he  purchase ,  l ease ,  sa l e  o r  exchange
o f  P r o p e r t i e s  o f  a n y  k i n d  o r  t h e  r e n d e r i n g  o f  a n y  s e r v i c e )  w i t h  a n y  A f f i l i a t e  ( o t h e r  t h a n  t h e
C om pany  o r  ano t he r  S ubs i d i a ry ) ,  excep t  i n  t he  o rd i na ry  cou rse  and  pu rsuan t  t o  t he  reasonab l e
requ i rements  o f  Me Company ' s  or  such Subs id iary ' s  bus iness and upon fa i r  and reasonab le  t e rms
n o  l e s s  f a v o r a b l e  t o  s u c h  O b l i g o r  o r  s u c h  S u b s i d i a r y ,  a s  t h e  c a s e  m a y  b e ,  t h a n  w o u l d  b e
obta i nab le  i n  a  comparab le  a rm ' s - l eng th  t ransac t i on  w i t h  a  Person  no t  an  A f f i l i a t e ; p r o v i d e d t ha t
t he  f o rego i ng  sha l l  no t  p roh i b i t  (a )  shared  co rpora t e  o r  adm i n i s t ra t i ve  se rv i ces  and  s t a f f i ng  w i t h
A f f i l i a t e s ,  i n c l u d i n g  w i t h o u t  l i m i t a t i o n  a c c o u n t i n g ,  l e g a l ,  h u m a n  r e s o u r c e s  a n d  t r e a s u r y
ope ra t i ons ,  p rov i ded  on  cus t om ary  t e rm s  f o r  s i m i l a r l y  s i t ua t ed  com pan i es  and  o t he rw i se  as  se t
for th  above or  on a  fu l l y  a l l ocated cost  bas is  and (b)  t ransact ions conducted in  a  manner requ i red
by appl i cable law,  mule or regulat ion.

Section 10.2. Merger, Consolidation, etc. (a) Such Obligor shall not consolidate with or
merge with any other Person or convey, transfer or lease substantially all of its assets in a single
transaction or series of transactions to any Person, and the Guarantor shall not sell or otherwise
transfer any shares of the stock (or any options or warrants to purchase stock or other Securities
exchangeable for or convertible into stock) of the Company to any Person unless:
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(i) the successor formed by such consolidation or the survivor of such merger
or the Person that acquires by conveyance, transfer or lease substantially all of the assets
of such Obligor as an entirety or the transferee of such shares of stock, as the case may be
(any such Person in relation to any such transaction involving the Company, a "Company
Successor" and any such Person in relation to any such transaction involv ing the
Guarantor, a "Guarantor Successor"), shall be a solvent corporation or limited liability
company organized and existing under the laws of the United States or any State thereof
(including the District of Columbia);

( i i ) if any Company Successor or Guarantor Successor is not such Obligor,
such Company Successor or Guarantor Successor, as the case may be, (i) shall have
executed and delivered to each Noteholder its assumption of the due and punctual
performance and observance of each covenant and condition of this Agreement and the
Notes and (i i) shall  have caused to be delivered to each Noteholder an opinion of
nationally recognized independent counsel, or other independent counsel reasonably
satisfactory to the Required Holders, to the effect that all agreements or instruments
effecting such assumption are enforceable in accordance with their terms and comply
with the terms hereof,

(iii) immediately after giving effect to such transaction, no Default or Event of
Default shall have occurred and be continuing; and

(iv ) in the case of any Company Successor, immediately after giving effect to
such transaction, such Company Successor would be permitted by the provisions of
Section 10.5, as if  such Section 10.5 applied to such Company Successor, to incur at
least $1 .00 of additional Indebtedness owing to a Person other than a Subsidiary of such
Obligor;

provided, tha t  th is Section 10.2(a) sh a l l  n o t  a p p l y t o  t h e  con sol i d a t i on  or  m er g e r  of  a
Wholly-owned Subsidiary of the Company into the Company.

(b) No such conveyance, transfer or lease of substantially all of  the assets of the
Company shall have the effect of releasing the Company or any successor Person that shall
theretofore have become such in the manner prescribed in this Section 10.2 f rom its l iabil ity
under this Agreement or the Notes, or the Guarantor from its obligations hereunder, except that
the Guarantor shall be released from its obligations hereunder if , in the case of any such
transaction that is permitted by Section 10.2(a), the Company Successor or Guarantor Successor,
as the case may be, shall have (i) executed and delivered to each Noteholder its assumption of
the due and punctual performance and observance of the obligations of the Guarantor under this
Agreement, and (i i ) caused to be del ivered to each Noteholder an opinion of  national ly
recognized independent counsel, or other independent counsel reasonably satisfactory to the
Required Holders, to the effect that all agreements or instruments effecting such assumption are
enforceable in accordance with their terms and comply with the terms hereof.

Section 10.3. Liens. Such Obligor shall not, and the Company shall not permit any of its
Subsidiaries to, directly or indirectly create, incur, assume or permit to exist (upon the happening
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of a contingency or otherwise) any Lien (other than Permitted Liens) securing Indebtedness for
borrowed money on or with respect to any Property or asset (including, without limitation, any
document or instrument in respect of goods or accounts receivable) of such Obligor or any such
Subsidiary, whether now owned or held or hereafter acquired, or any income or profits therefrom
or assignor otherwise convey any right to receive income or profits (unless it makes, or causes to
be made, effective provision whereby the Notes will be equally and ratably secured with any and
all other Indebtedness thereby seemed so long as such other Indebtedness shall be so secured,
such security to be pursuant to an agreement reasonably satisfactory to the Required Holders
and, in any such case, the Notes shall have the benefit, to the fullest extent that, and with such
priority as,the holders of the Notes may be entitled under applicable law, of an equitable Lien on
such Property).

Section I0.4. Restricted Payments. The Company shall not at any time, declare or make,
or incur any liability to declare or make, any Restricted Payment unless :

(a) such Restricted Payment would not violate any provision of any statute or
other rule or regulation of any Governmental Authority applicable to the Company;

(b) immediately alter giving effect to such action no Default or Event of
Default would exist, and

(c) immediately after giving effect to such action the Company and its
Subsidiaries would be permitted by the provisions of Section 10.5 to incur at least $1.00
of additional Indebtedness owing to a Person other than a Subsidiary of the Company.

Section 10.5. Incurrence of Indebtedness. (a) The Company shall not, and shall not
permit any of its Subsidiaries to, directly or indirectly, create, incur, assume, guarantee, or
otherwise become directly or indirectly liable with respect to, any Indebtedness, unless on the
date the Company or such Subsidiary becomes liable with respect to any such Indebtedness and
immediately after giving effect thereto and the concurrent retirement of any other Indebtedness:

(i) no Default or Event of Default exists;

(ii) the ratio of Consolidated Long Term Debt to
Capitalization does not exceed 0.65 to 1.00, and

Consolidated Total

(ii i) the Interest Coverage Ratio for the period of four consecutive fiscal
quarters ending on such date is not less than 2.50 to 1.00,

provided, nothing in this Section 10.5(a) shall prevent the Company or its Subsidiaries from
creating, incurring, assuming, guaranteeing, or otherwise becoming directly or indirectly liable
with respect to Current Debt and Permitted Reimbursement Obligations in an aggregate amount
not to exceed $5,000,000 or such greater amount as would be permitted in accordance with
clauses (ii) and (iii) of this Section 10.5(a); and provided, further, that nothing in this
Section10.S(a) shall prevent any extension, renewal or refinancing of any Indebtedness of the
Company or its Subsidiaries, provided that the principal amount of such Indebtedness
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outstanding immediately before giving effect to such extension, renewal or refunding is not
increased and no Default or Event of Default exists at the time of such extension, renewal or
refunding.

(b) The Company will not permit any Subsidiary to create, issue, assume,
guarantee or otherwise incur or in any manner become liable in respect of any
Indebtedness unless (i) such Indebtedness is created, incurred, assumed, guaranteed or
such Subsidiary becomes liable with respect to such Indebtedness within the limitations
of Section l0.5(a) and (ii) after giving effect to the creation, issuance, assumption,
guarantee or incur-rence thereof and after giving effect thereto and to the application of
the proceeds thereof, the aggregate amount of all Indebtedness of the Company's
Subsidiaries would not exceed 10% of Consolidated Total Assets.

(c) For the purposes of this Section 10.5:

(i) any Person becoming a Subsidiary after the date hereof shall be deemed,
at the time it becomes a Subsidiary, to have incurred all of its then outstanding
Indebtedness and pro forma effect shall be given to the earnings of such Person, and

(ii) upon the creation, incurrence or assumption of any Indebtedness, any
other Indebtedness shall be deemed to be retired concurrently with such action if (A) such
other Indebtedness is retired with the proceeds of such Indebtedness and (B) such other
Indebtedness is retired within 60 days of such action.

Section I0.6. Line 0f Business. The Company will not and will not permit any Subsidiary
to engage in any business if, as a result, the general nature of the business in which the Company
and its Subsidiaries, taken as a whole, would then be engaged would be substantially changed
from the general nature of the business in which the Company and its Subsidiaries, taken as a
whole, are engaged on the date of this Agreement as described in the Memorandum.

Section 10.7, Terrorism Sanctions Regulations. The Company will not and will not

permit any Subsidiary to (a) become a Person described or designated in the Specially

Designated Nationals and Blocked Persons List of the Office of Foreign Assets Control or in

Section 1 of the Anti-Terrorism Order or (b) engage in any dealings or transactions with any

such Person.

SECT1ON 11. GUARANTY.

Section 11.1. The Guaranty. The Guarantor hereby guarantees to each Purchaser and
their respective successors and assigns the prompt payment in full when expressed to be due
(whether at stated maturity, upon acceleration or optional prepayment or otherwise) of the
principal of, Make-Whole Amount, if any, and interest on any Notes at any time and from time
to time outstanding and all other amounts from time to time oMng by the Company hereunder
(including interest on any past-due principal, interest or any other amount), in each case strictly
in accordance with the express terms hereof (such obligations of the Company being herein
collectively called the "ElecCo Guaranteed Obligations ").
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In addition, the Guarantor hereby further agrees, as an independent obligation, that, if the

Company fails to pay in full when expressed to be due (whether 'at stated maturity, upon

acceleration or optional prepayment or otherwise) any of the ElecCo Guaranteed Obligations

strictly in accordance with the express terms hereof; the Guarantor will promptly pay the same,

without any demand or notice whatsoever, and that in the case of any extension of time of

payment or renewal of any of the ElecCo Guaranteed Obligations, the same will be paid in full

when expressed to be due (whether at stated maturity, upon acceleration or optional prepayment

or otherwise) in accordance nth the terms of such extension or renewal.

Section 11.2. Obl igations Unconditional . The obligations of the Guarantor under

Section 11.1 are absolute and unconditional, irrespective of the value, genuineness, validity,

regularity or enforceability of the obligations of the Company hereunder or under any other

agreement or instrument referred to herein and, to the fullest extent permitted by applicable law,

irrespective of any other circumstance whatsoever that might otherwise constitute a legal or

equitable discharge or defense of a surety or guarantor, it being the intent of this Section 11.2

that the obligations of the Guarantor hereunder shall be absolute and unconditional under any

and all circumstances. Without limiting the generality of the foregoing, the occurrence of one or

more of the following shall not preclude the exercise by the Purchasers of any right, remedy or

power hereunder or alter or impair the liability of the Guarantor hereunder, which shall remain

absolute and unconditional as described above:

(a) at any time or from time to time, without notice to the Guarantor, the time
for any performance of or compliance with any of the ElecCo Guaranteed Obligations
shall be extended, waived or renewed, or the Company shall be released from any of the
ElecCo Guaranteed Obligations, or any of the ElecCo Guaranteed Obligations shall be
subordinated in right of payment to any other liability of the Company;

(b) any of the acts mentioned herein or any agreement or instrument referred
to herein or otherwise in connection with the E1ecCo Guaranteed Obligations shall be
done or omitted,

(c) any of  the ElecCo Guaranteed Obl igat ions shal l  be accelerated or
otherwise become due prior to their stated maturity, or any of the ElecCo Guaranteed
Obligations shall be amended, supplemented, restated or otherwise modif ied in any
respect, or any right hereunder or under any agreement or instrument referred to herein or
otherwise in connection with the ElecCo Guaranteed Obligations shall be waived, or any
other guarantee of any of the E1ecCo Guaranteed Obligations or any security therefor
shall be released, substituted or exchanged in whole or in part or otherwise dealt with;

(d) the Company or any other guarantor or obligor in respect of any of the
ElecCo Guaranteed Obligations (i) becomes insolvent or is unable to pay its debts or fails
or admits in writing its inability generally to pay its debts as they become due, (ii) makes
a general assignment, arrangement or composition with or for the benefit of its creditors,
(iii) institutes or has instituted against it a proceeding seeking a judgment of insolvency
or bankruptcy or any other relief under any bankruptcy or insolvency law or other similar
law affecting creditors' rights, or a petition is presented for its winding-up or liquidation,
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(iv) seeks or becomes subject to the appointment of an administrator, provisional
liquidator, conservator, receiver, trustee, custodian or other similar official for it or for all
or substantially all its assets, (v) has a secured party take possession of all or substantially
all its assets or has a distress, execution, attachment, sequestration or other legal process
levied, enforced or sued on or against all or substantially all its assets, or (vi) causes or is
subject to any event with respect to it which, under the applicable laws of any
jurisdiction, has an analogous effect to any of the events specified in clauses (i), (ii), (iii),
(iv) or (v) above (any proceeding referred to in this paragraph is herein referred to as an
"Insolvency Proceeding "),

(e) this Agreement or any agreement or instrument referred to herein shall be
rejected (including pursuant to Section 365 of the United States Bankruptcy Code, as
amended) by an administrator, provisional liquidator, conservator, receiver, trustee,
custodian or other similar official for the Company or for all or substantially all of the
Company's assets in any Insolvency Proceeding;

(f ) the occurrence of any Default or Event of Default hereunder or the
occurrence of any similar event (howsoever described) under any agreement or
instrument referred to herein,

(g) except as otherwise provided in Section 10.2(b), any consolidation or
amalgamation of the Company with, any merger of die Company with or into, or any
transfer by the Company of all or substantially all of the Company's assets to, another
Person, any change in the legal or beneficial ownership of ownership interests issued by
the Company, or any other change whatsoever in the objects, capital structure,
constitution or business of the Company,

(h) any delay, failure or inability of the Company or any other guarantor or
obligor in respect of any of the ElecCo Guaranteed Obligations to perform, willful or
otherwise, any provision hereunder or any agreement or instrument referred to herein or
otherwise in connection with the ElecCo Guaranteed Obligations,

(i) the failure or breach of any representation or warranty (whether written or
oral) made by the Company or any other Person herein or any agreement or instrument
referred to herein or otherwise in connection with the ElecCo Guaranteed Obligations, or
any event or circumstance constituting fraud in the inducement or any other similar event
or circumstance,

(j) any action or failure to act by any Purchaser that adversely affects the
Guarantor's right of subrogation arising by reason of any performance by the Guarantor
of its obligations under this Section 11;

(k) any suit or other action brought by, or any judgment in favor of, any
beneficiaries or creditors of, the Company or any other Person for any reason whatsoever,
including any suit or action in any way disaffirming, repudiating, rejecting or otherwise
calling into question any issue, matter or thing in respect of this Agreement or any
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agreement or instrument referred to herein or otherwise in connection with the E1ecCo
Guaranteed Obligations;

(1) any lack or limitation of status or of power, incapacity or disability of the
Company or any other guarantor or obligor in respect of any of the E1ecCo Guaranteed
Obligations; or

. (m) any change in the laws, rules or regulations of any jurisdiction, or any
present or future action or order of any Goveminental Authority, amending, varying or
otherwise affecting the validity or enforceability of any of the ElecCo Guaranteed
Obligations or the obligations of any other guarantor or obligor in respect of any of the
ElecCo Guaranteed Obligations.

The Guarantor hereby expressly waives diligence, presentment, demand of payment,

protest and all notices whatsoever, and any requirement that the Purchasers exhaust any right,

power or remedy (including tiling any proof of claim relating to the E1ecCo Guaranteed

Obligations in any Insolvency Proceeding) or proceed against the Company under this

Agreement or any agreement or instrument referred to herein, or against any other Person under

any other guarantee of, or security for, any of the ElecCo Guaranteed Obligations, it being

understood that this Section 11 is a guarantee of payment and not just collection.

Section I1.3. Subrogation. The Guarantor hereby agrees that until the payment and

satisfaction in full of all ElecCo Guaranteed Obligations it shall not exercise any right or remedy

(including the filing of any proof of claim in any Insolvency Proceeding) against the Company or

any other guarantor or obligor in respect of any of the ElecCo Guaranteed Obligations or any

security therefor arising by reason of any performance by the Guarantor of its obligations under

this Section 11, whether by subrogation or otherwise. In the event that, prior to the payment and

satisfaction in full of all ElecCo Guaranteed Obligations, any amount is received by the

Guarantor from the Company in respect of the performance by the Guarantor of its obligations

under Section 11.1, whether by subrogation or otherwise, the Guarantor will promptly following

receipt thereof pay such amount to the Noteholders (to each Noteholder in proportion, as nearly

as practicable, to the unpaid principal amount of Notes held by such Noteholder), for application

to any ElecCo Guaranteed Obligations then owing, weedier matured or unrnatured.

Section I1.4. Reinstatement. The obligations of the Guarantor under this Section 11 shall

be automatically reinstated if and to the Mllest extent that for any reason any payment by or on

behalf of the Company in respect of the E1ecCo Guaranteed Obligations is rescinded or must be

otherwise restored by any holder of any of the EiecCo Guaranteed Obligations, whether as a

result of any Insolvency Proceeding or otherwise, all as though such payment had not been

made, and the Guarantor agrees that it will indemnify each Noteholder on demand for all

reasonable costs and expenses (including the reasonable fees and disbursements of counsel)

incurred by such Purchaser in connection with such rescission or restoration, including any such

costs and expenses incurred in defending against any claim alleging that such payment

constituted a preference, fraudulent transfer or similar payment under any bankruptcy,

insolvency or similar law.
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Section I1.5. Remedies Unajeeted. The Guarantor agrees that, as between the Guarantor
and the Purchasers the ElecCo Guaranteed Obligations may be declared to be forthwith due and
payable as provided herein (and shall be deemedto have become automatically due and payable
in the circumstances provided in Section 13.1(a)) for purposes of Section 11.1,notwithstanding
any stay (including under the United States Bankruptcy Code, as amended), injunction or other
prohibition preventing the same as against the Company, and that, in such event, the ElecCo
Guaranteed Obligations (whether or not due and payable by the Company) shall forthMth
become due and payable by the Guarantor for purposes ofSection 11.1.

Section11.6. Continuing Guarantee; Liability in Respect of Successor. (a) The guarantee
in this Section 11 is a continuing guarantee, and shall apply to all ElecCo Guaranteed
Obligations whenever arising.

(b) In the event Mat the Company shall consolidate or amalgamate with, or merge with
or into, or transfer all or substantially ally its assets to, another Person, except as otherwise
provided in Section 10.2(b), the Guarantor will continue to be obligated hereunder in respect of
the ElecC.o Guaranteed Obligations, whether or not the ElecCo Guaranteed Obligations are
assumed by such Person, and each reference herein to the Company shall thereafter instead be a
reference to such Person.

Section 11. 7. Termination of Guaranty. (a) Notwithstanding any other provision hereof,
the Guarantor shall be released and discharged from all of its obligations arising under this
Agreement, including its obligations arising under the Guaranty, on the Guaranty Termination
Date. From and after the Guaranty Termination Date, all references to an Obligor shall not
include the Guarantor and references to the Guarantor shall be disregarded. The "Guaranty
Termination Date " shall mean the date that the Company delivers a certificate of a Responsible
Officer to each Purchaser stating that: (i) the Guarantor has been, or will, concurrently with the
release and discharge of the Guaranty, be, released and discharged as an obligor and guarantor
under and in respect of all Indebtedness of the Company, including, without limitation,
Indebtedness outstanding pursuant to the 2003 Note Agreement and the 2006 Credit Agreement,
(ii) at least one Rating Agency shall have rated the Notes, on the basis of the Company's credit
without the benefit of the Guaranty, and the majority of the then outstanding and in effect ratings
of the Notes, on the basis of the Company's credit without the benefit of the Guaranty, issued by
the Rating Agencies shall be Note Investment Grade Ratings and (iii) no Default or Event of
Default exists immediately prior to such release and discharge and no Default or Event of
Default would exist immediately after giving effect diereto; provided that the Guaranty
Termination Date shall not be deemed to have occurred if any statement in such certificate
proves to be false or incorrect on the date made, and provided further that the Guarantor shall
execute a written agreement in favor of the holders of the Notes pursuant to which the Guarantor
shall agree that lg for any reason whatsoever, it thereafter becomes an obligor or guarantor under
and in respect of any Indebtedness of the Company, including, without limitation, the 2003 Note
Agreement and the 2006 Credit Agreement, then the Guarantor shall contemporaneously provide
written notice thereof to the holders of the Notes accompanied by an executed Guaranty of the
Guarantor.
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(b) The Obligors agree that they will not, nor will they permit any Subsidiary or
Affiliate to, directly or indirectly, pay or cause to be paid any consideration or remuneration,
whether by way of supplemental or additional interest, fee or otherwise, to any creditor of the
Company or of the Guarantor as consideration for or as an inducement to the entering into by
any such creditor of any release or discharge of the Guarantor with respect to its liability as an
obligor or guarantor under or in respect of Indebtedness of the Company, unless such
consideration or remuneration is concurrently paid, on the same terms, ratably to the Noteholders
of all of the Notes then outstanding.

SECT1ON 12. EVENTS OF DEFAULT.

An "Event of Defaull" shall exist if any of the following conditions or events shall occur
and be continuing:

(a) the Company defaults in the payment of any principal or Make-Whole
Amount, if any, on any Note when the same becomes due and payable, whether at
maturity or at a date fixed for prepayment or by declaration or otherwise; or

(b) the Company defaults in the payment of any interest on any Note for more
than five Business Days after the same becomes due and payable, or

(c) any Obligor defaults in the performance of or compliance with any term
contained inSection 7.1(d), 8.5, 9.5 or Sections 10.1 through 10.5 (inclusive), or

(d) any Obligor defaults in the performance of or compliance with any term
contained herein (other than those referred to in Sections 12(a), (b) and (c)) and such
default is not remedied within 30 days after the earlier of (i) a Responsible Officer of
such Obligor obtaining actual knowledge of such default and (ii) any Obligor receiving
written notice of such default from any holder of a Note (any such written notice to be
identified as a "notice of default" and to refer specifically to this Section12(d)), or

(e) any representation or warranty made in writing by or on behalf of any
Obligor or by any officer of any Obligor in this Agreement or in any writing furnished in
connection with the transactions contemplated hereby proves to have been false or
incorrect in any material respect on the date as of which made, or

(D (i) any Obligor or any Subsidiary of the Company is in default (as
principal or as guarantor or other surety) in the payment of any principal of or premium
or make-whole amount or interest on any Indebtedness that is outstanding in an aggregate
principal amount of at least $10,000,000 beyond any period of grace provided with
respect thereto, or (ii) any Obligor or any Subsidiary of the Company is in default in the
performance of or compliance with any term of any evidence of any Indebtedness in an
aggregate outstanding principal amount of at least $10,000,000 or of any mortgage,
indenture or other agreement relating thereto or any other condition exists, and as a
consequence of such default or condition such Indebtedness has become, or has been
declared (or one or more Persons are entitled to declare such Indebtedness to be), due and
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payable before its stated maturity or before its regularly scheduled dates of payment, or
(iii) as a consequence of the occurrence or continuation of any event or condition (other
than the passage of time or the right of the holder of Indebtedness to convert such
Indebtedness into equity interests), (1) any Obligor or any Subsidiary of the Company has
become obligated to purchase or repay Indebtedness before its regular maturity or before
its regularly scheduled dates of payment in an aggregate outstanding principal amount of
at least $10,000,000 or (2) one or more Persons have the right to require any Obligor or
any Subsidiary of the Company so to purchase or repay such Indebtedness; or

(g) any Obligor or any Subsidiary of the Company (i) is generally not paying,
or admits in writing its inability to pay, its debts as they become due, (ii) files, or
consents by answer or otherwise to the filing against it  of a petition for relief or
reorganization or arrangement or any other petition in bankruptcy, for liquidation or to
take advantage of any bankruptcy, insolvency, reorganization, moratorium or other
similar law of any jurisdiction, (iii) makes an assignment for the benefit of its creditors,
(iv) consents to the appointment of a custodian, receiver, trustee or other officer with
similar Powers with respect to it or with respect to any substantial part of its Property,
(v) is adjudicated as insolvent or to be liquidated, or (vi) takes corporate action for the
purpose of any of the foregoing, or

(h) a court or Governmental Authority of competent jurisdiction enters an
order appointing, without consent by any Obligor or any Subsidiary of the Company, a
custodian, receiver, trustee or other officer with similar Powers with respect to it or with
respect to any substantial part of its Property, or constituting an order for relief or
approving a petition for relief or reorganization or any other petition in bankruptcy or for
liquidation or to take advantage of any bankruptcy or insolvency law of any jurisdiction,
or ordering the dissolution, winding-up or liquidation of any Obligor or any Subsidiary of
the Company, or any such petition shall be filed against any Obligor or any Subsidiary of
die Company, and such petition shall not be dismissed within 60 days, or

(i) a final judgment or judgments for the payment of money aggregating in
excess of $10,000,000 is or are rendered against one or more of any Obligor or any
Subsidiary of the Company, and which judgments are not, within 60 days after entry
thereof, bonded, discharged or stayed pending appeal, or are not discharged within 60
days after the expiration of such stay, or

(1) if (i) any Plan shall fail to satisfy the minimum funding standards of
ERISA or the Code for any plan year or part thereof or a waiver of such standards or
extension of any amortization period is sought or granted under section 412 of the Code,
(ii) a notice of intent to terminate any Plan shall have been or is reasonably expected to
be filed with the PBGC or the PBGC shall have instituted proceedings under ERISA
section 4042 to terminate or appoint a trustee to administer any Plan or the PBGC shall
have notified any Obligor or any ERISA Affiliate that a Plan may become a subject of
any such proceedings, (iii) the aggregate "amount of unfunded benefit liabilities" (within
the meaning of section 400l(a)(l8) of ERISA) under all Plans, determined in accordance
with Title IV of ERISA, shall exceed $30,000,000, (iv) any Obligor or any ERISA
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Affiliate shall have incurred or is reasonably expected to incur any liability pursuant to
Titlel or IV of ERISA or the penalty or excise tax provisions of the Code relating to
employee benefit plans, (v) any Obligor or any ERISA Affiliate withdraws from any
Multiemployer Plan, or (vi) any Obligor or any Subsidiary of the Company establishes or
amends any employee welfare benefit plan that provides post-employment welfare
benefits in a manner that would increase the liability of any Obligor or any Subsidiary of
the Company thereunder, and any such event or events described in clauses (i) through
(vi) above, either individually or together with any other such event or events, could
reasonably be expected to have a Material Adverse Effect, or

(k) the Guaranty shall cease to be in full force and effect for any reason
whatsoever, including, without limitation, a determination by any Governmental
Authority that the Guaranty is invalid, void or unenforceable or the Guarantor shall
contest or deny in writing the validity or enforceability of any of its obligations under die
Guaranty,provided that the termination of the Guaranty in accordance with and by reason
of the provisions of Section 11.7 shall in no event be deemed or construed to constitute a
Default or Event of Default.

As used in Section 12(j), the terms "employee benefit plan" and "employee welfare benefit
plan" shall have the respective meanings assigned to such terms in section 3 of ERISA.

SECTION 13. REMEDIES on DEFAULT, ETC.

Section 13.1. Acceleration. (a) If an Event of Default with respect to any Obligor
described in Section l2(g) or (h) (other than an Event of Default described in clause (i) of
Section 12(g) or described in clause (vi) of Section l2(g) by virtue of the fact that such clause
encompasses clause (i) of Section 12(g)) has occurred, all the Notes then outstanding shall
automatically become immediately due and payable.

(b) If any other Event of Default has occurred and is continuing, the Required Holders
may at any time at its or their option, by notice or notices to the Company, declare all theNotes
then outstanding to be immediately due and payable.

(c) If any Event of Default described in Section l2(a) or (b) has occurred and is
continuing, any holder or holders of Notes at the time outstanding affected by such Event of
Default may at any time, at its or their option, by notice or notices to the Company, declare all
the Notes held by it or them to be immediately due and payable.

Upon any Notes  becoming due and payable under  this Section 13.1, whether
automatically or by declaration, such Notes will forthwith mature and the entire unpaid principal
amount of such Notes, plus (i) all accrued and unpaid interest thereon (including, but not limited
to, interest accrued thereon at the Default Rate) and (ii) the Make-Whole Amount determined in
respect of such principal amount (to the full extent permitted by applicable law), shall all be
immediately due and payable, in each and every case without presentment, demand, protest or
further notice, all of which are hereby waived. The Company acknowledges, and the parties
hereto agree, that each holder of a Note has the right to maintain its investment in the Notes free
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from repayment by the Company (except as herein specifically provided for), and that the
provision for payment of a Make-Whole Amount by the Company in the event that the Notes are
prepaid or are accelerated as a result of an Event of Default, is intended to provide compensation
for the deprivation of such right under such circumstances.

Section 13.2. Other Remedies. If  any Default or Event of Default has occurred and is
continuing, and irrespective of  whether any Notes have become or have been declared
immediately due and payable under Section 13.1, the holder of any Note at the time outstanding
may proceed to protect and enforce the rights of such holder by an action at law, suit in equity or
other appropriate proceeding, whether for the specific performance of any agreement contained
herein or in any Note, or for an injunction against a v iolation of any of the terms hereof or
thereof, or in aid of the exercise of any power granted hereby or thereby or by law or otherwise.

Section 13.3. Rescission. At any time af ter any Notes have been declared due and
payable pursuant to Section 13.1(b) or (c), the holders of not less than 55% in principal amount
of the Notes then outstanding, by written notice to the Company, may rescind and annul any such
declaration and its consequences if (a) the Company has paid all overdue interest on the Notes,
all principal of and Make-Whole Amount, if any, on any Notes that are due and payable and are
unpaid other than by reason of such declaration, and all interest on such overdue principal and
Make-Whole Amount, if  any, and (to the extent permitted by applicable law) any overdue
interest in respect of the Notes, at the Default Rate, (b) neither the Company nor any other
Person shal l  have paid any amounts which have become due solely by reason of  such
declaration, (c) all Events of Default and Defaults, other than non-payment of amounts that have
become due solely by reason of such declaration, have been cured or have been waived pursuant
to Section 18, and (d) no judgment or decree has been entered for the payment of any monies
due pursuant hereto or to the Notes. No rescission and annulment under this Section 13.3 wi l l
extend to or affect any subsequent Event of Default or Default or impair any right consequent
thereon.

Section 13.4. No Waivers or Election of Remedies, Expenses, Etc. No course of dealing
and no delay on the part of any holder of any Note in exercising any right, power or remedy shall
operate as a waiver thereof or otherwise prejudice such holder's rights, Powers or remedies. No
right, power or remedy conferred by this Agreement or by any Note upon any holder thereof
shall be exclusive of any other right, power or remedy referred to herein or therein or now or
hereafter available at law, in equity, by statute or otherwise. Without limiting the obligations of
the Company under Section 16, the Company will pay to the holder of each Note on demand
such further amount as shall be sufficient to cover all costs and expenses of such holder incurred
in any enforcement or collection under this Section 13, including, without limitation, reasonable
attorneys' fees, expenses and disbursements.

SECTION 14. REGISTRATION, EXCHANGE, SUBSTITUTION oF NOTES.

Section 14.1. Registration of Notes. The Company shall keep at its principal executive
office a register for the registration and registration of transfers of Notes. The name and address
of each holder of one or more Notes, each transfer thereof and the name and address of each
transferee of one or more Notes shall be registered in such register. Prior to due presentment for
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registration of transfer, the Person in whose name any Note shall be registered shall be deemed
and treated as the owner and holder thereof for all pLu'poses hereof, and the Company shall not be
affected by any notice or knowledge to the contrary. The Company shall give to any holder of a
Note that iS an Institutional Investor promptly upon request therefor, a complete and correct copy
of the names and addresses of all registered holders of Notes.

Section 14.2. Transfer and Exchange of Notes. Upon surrender of  any Note to the
Company at the address and to the attention of the designated off icer (all as specif ied in
Section 19(iii)) for registration of transfer or exchange (and in the case of a surrender for
registration of transfer accompanied by a written instrument of transfer duly executed by the
registered holder of  such Note or such holder's attorney duly authorized in wri t ing and
accompanied by the relevant name, address and other information for notices of each transferee
of such Note or part thereof), within ten Business Days thereafter, the Company shall execute
and deliver, at the Company's expense (except as provided below), one or more new Notes (as
requested by the holder thereof) of the same series in exchange therefor, in an aggregate
principal amount equal to the unpaid principal amount of the surrendered Note. Each such new
Note shall be payable to such Person as such holder may request and shall be substantially in the
form of Exhibit 1-A or Exhibit 1-B, as applicable. Each such new Note shall be dated and bear
interest from the date to which interest shall have been paid on the surrendered Note or dated the
date of the surrendered Note if no interest shall have been paid thereon. The Company may
require payment of a sum sufficient to cover any stamp tax or governmental charge imposed in
respect of any such transfer of Notes. Notes shall not be transferred in denominations of less
than $l00,000, provided that if necessary to enable the registration of transfer by a holder of its
entire holding of  Notes, one Note may be in a denomination of  less than $100,000. Any
transferee, by its acceptance of a Note registered in its name (or the name of its nominee), shall
be deemed to have made the representation set forth in Section 6.2.

Section 14.3. Replacement 0fNotes. Upon receipt by the Company at the address and to
the attention of the designated officer (all as specified in Section 19(iii)) of evidence reasonably
satisfactory to it of the ownership of and the loss, theft, destruction or mutilation of any Note
(which evidence shall be, in the case of an Institutional Investor, notice from such Institutional
Investor of such ownership and such loss, theft, destruction or mutilation), and

(a) in the case of  loss,  thef t  or destruct ion,  of  indemni ty reasonably
satisfactory to it (provided that if  the holder of such Note is, or is a nominee for, an
original Purchaser or another holder of a Note with a minimum net worth of at least
$50,000,000 or a Qualified Institutional Buyer, such Person's own unsecured agreement
of indemnity shall be deemed to be satisfactory), or
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(b) in the case of mutilation, upon surrender and cancellation thereof,

within ten Business Days thereafter, the Company at its own expense shall execute and deliver,
in lieu thereof, a new Note of the same series, dated and bearing interest from the date to which
interest shall have been paid on such lost, stolen, destroyed or mutilated Note or dated the date of
such lost, stolen, destroyed or mutilated Note if no interest shall have been paid thereon.

SECTION 15. PAYMENTS on NOTES .

Section IN. 1. Pl ac e  o f  Pay me nt . Subjec t  to Section 15.2 ,  paymen ts  of pr in cipa l ,
Madre-Whole Amount, if any, and interest becoming due and payable on the Notes shall be made
in New York, New York at the principal office of Wells Fargo Bank, N.A. in such jurisdiction.
The Company may at any time, by notice to each holder of a Note, change the place of payment
of the Notes so long as such place of payment shall be either the principal office of the Company
in such jurisdiction or the principal office of a bank or trust company in such jurisdiction.

Section 15.2. Home Office Payment. So long as any Purchaser or its nominee shall be the
holder of any Note, and notwithstanding anything contained in Section 15.1 or in such Note to
the contrary, the Company wi l l  pay al l  sums becoming due on such Note for principal ,
Make-Whole Amount, if any, and interest by the method and at the address specified for such
purpose below such Purchaser's name in Schedule A, or by such other method or at such other
address as such Purchaser shall have from time to time specified to the Company in writing for
such purpose, without the presentation or surrender of such Note or the making of any notation
thereon, except that upon written request of the Company made concurrently with or reasonably
promptly after payment or prepayment in full of any Note, such Purchaser shall surrender such
Note for cancellation, reasonably promptly af ter any such request, to the Company at i ts
principal executive office or at the place of payment most recently designated by the Company
pursuant to Section 15.1. Prior to any sale or other disposition of any Note held by a Purchaser
or its nominee, such Purchaser will, at its election, either endorse thereon the amount of principal
paid thereon and the last date to which interest has been paid thereon or surrender such Note to
the Company in exchange for a new Note or Notes pursuant to Section 14.2. The Company will
afford the benefits of this Section 15.2 to any Institutional Investor that is the direct or indirect
transferee of any Note purchased by a Purchaser under this Agreement and that has made the
same agreement relating to such Note as the Purchasers have made in this Section 15.2.

SECTION 16. EXPENSES, ETC.

Section 16.1. Transaction Expenses. Whether or not the transactions contemplated
hereby are consummated, the Company will pay all costs and expenses (including reasonable
attorneys' fees of a special counsel and, if reasonably required by the Required Holders, local or
other counsel) incurred by the Purchasers and each other holder of a Note in connection with
such transactions and in connection with any amendments, waivers or consents under or in
respect of this Agreement or the Notes (whether or not such amendment, waiver or consent
becomes ef fective), including, without l imitation: (a) the costs and expenses incurred in
enforcing or defending (or determining whether or how to enforce or defend) any rights under
this Agreement or the Notes or in responding to any subpoena or other legal process or informal
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investigative demand issued in connection with this Agreement or the Notes, or by reason of
being a holder of any Note, and (b) the costs and expenses, including financial advisors' fees,
incurred in connection with the insolvency or bankruptcy of any Obligor or any Subsidiary of the
Company or in connection with any work-out or restructuring of the transactions contemplated
hereby and by the Notes. The Company will pay, and will save each Purchaser and each other
holder of a Note harmless from, all claims in respect of any fees, costs or expenses, if any, of
brokers and finders (other than those, if any, retained by a Purchaser or other holder in
connection with its purchase of the Notes).

Section 16.2. Survival. The obligations of the Company under this Section 16 will
survive the payment or transfer of any Note, the enforcement, amendment or waiver of any
provision of this Agreement or the Notes, and the termination of this Agreement.

SECT1ON 17. SURVIVAL OF REPRESENTATIONS AND WARRANTIES,ENTIRE AGREEMENT,

A11 representations and warranties contained herein shall survive the execution and
delivery of this Agreement and the Notes, the purchase or transfer by any Purchaser of any Note
or portion thereof or interest therein and the payment of any Note, and may be relied upon by
any subsequent holder of a Note, regardless of any investigation made at any time by or on
behalf of such Purchaser or any other holder of a Note. All statements contained in any
certificate or other instrument delivered by or on behalf of any Obligor pursuant to this
Agreement shall be deemed representations and warranties of such Obligor under this
Agreement. Subject to the preceding sentence, this Agreement and the Notes embody the entire
agreement and understanding between each Purchaser and the Obligors and supersede all prior
agreements and understandings relating to the subject matter hereof.

SECTION 18. AMENDMENT AND WAIVER.

Section I8,]. Requirements. This Agreement and the Notes may be amended, and the
observance of any term hereof or of the Notes may be waived (either retroactively or
prospectively), with (and only with) the written consent of the Obligors and the Required
Holders, except that (a) no amendment or waiver of any of the provisions ofSection 1, 2, 3, 4, 5,
6 or 22 hereof, or any defined term (as it is used therein), will be effective as to any Purchaser
unless consented to by such Purchaser in writing, and (b) no such amendment or waiver may,
without the written consent of the holder of each Note at the time outstanding affected thereby,
(i) subject to the provisions of Section 13 relating to acceleration or rescission, change the
amount or time of any prepayment or payment of principal of, or reduce the rate or change the
time of payment or method of computation of interest or of the Make-Whole Amount, if any, the
Notes, (ii) change Me percentage of the principal amount of the Notes the holders of which are
required to consent to any such amendment or waiver, or (iii) amend any of Section 8, 12(a),
12(b), 13, 18 or 21.

Section 18.2. Solicitation of Holders of Notes.

(a) Solicitation. The Company will provide each holder of the Notes (irrespective of
the amount or series of Notes then owned by it) with sufficient information, sufficiently far in
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advance of the date a decision is required, to enable such holder to make an informed and

considered decision with respect to any proposed amendment, waiver or consent in respect of

any of the provisions hereof or of the Notes. The Company will deliver executed or true and

correct copies of each amendment, waiver or consent effected pursuant to the provisions of this

Section18 to each holder of outstanding Notes promptly following the date on which it is

executed and delivered by, or receives the consent or approval of, the requisite holders of Notes.

(b) Payment. No Obligor will directly or indirectly pay or cause to be paid any
remuneration, whether by way of supplemental or additional interest, fee or otherwise, or grant
any security or provide other credit support, to any holder of Notes as consideration for or as an
inducement to the entering into by any holder of Notes of any waiver or amendment of any of the
terms and provisions hereof unless such remuneration is concurrently paid, or security is
concurrently granted or other credit support concurrently provided, on the same terms, ratably to
each holder of Notes then outstanding even if such holder did not consent to such waiver or
amendment.

(c) Consent in Contemplation of Transfer. Any consent made pursuant to this
Section 18.2 by the holder of any Note that has transferred or has agreed to transfer such Note to
any Obligor, any Subsidiary of the Company or any Affiliate of any Obligor and has provided or
has agreed to provide such written consent as a condition to such transfer shall be void and of no
force or effect except solely as to such holder, and any amendments effected or waivers granted
or to be effected or granted that would not have been or would not be so effected or granted but
for such consent (and the consents of all other holders of Notes that were acquired under the
same or similar conditions) shall be void and of no force or effect except solely as to such
transferring holder.

Section 18.3. Binding Effect, Etc. Any amendment or waiver consented to as provided in
this Section 18 applies equally to all holders of each series of Notes and is binding upon them
and upon each future holder of any Note and upon the Obligors without regard to whether such
Note has been marked to indicate such amendment or waiver. No such amendment or waiver
M11 extend to or affect any obligation, covenant, agreement, Default or Event of Default not
expressly amended or waived or impair any right consequent thereon. No course of dealing
between any Obligor and the holder of any Note nor any delay in exercising any rights hereunder
or under any Note shall operate as a waiver of any rights of any holder of such Note. As used
herein, the term "this Agreement" and references thereto shall mean this Agreement as it may
from time to time be amended or supplemented.

Section 18.4. Notes Held by Any Obligor, Etc. Solely for the purpose of determining
whether the holders of the requisite percentage of the aggregate principal amount of Notes then
outstanding approved or consented to any amendment, waiver or consent to be given under this
Agreement or theNotes, or have directed the taking of any action provided herein or in the Notes
to be taken upon the direction of the holders of a specified percentage of the aggregate principal
amount of Notes then outstanding, Notes directly or indirectly owned by any Obligor or any of
its respective Affiliates shall be deemed not to be outstanding.
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SECTION 19. NOTICES.

All  not ices and communicat ions provided for  hereunder  shal l  be in  wr i t ing and sen t
(a) by telefacsimile if the sender  on the same day sends a confirming copy of such notice by a
recognized overnight delivery service (charges prepaid),  or  (b) by registered or  cer tified mail
with return receipt requested (postage prepaid), or (c) by a recognized overnight delivery service
(with charges prepaid). Any such notice must be sent:

(i) if to any Purchaser or its nominee, to such Purchaser or nominee at the
address specified for such communications in Schedule A, or at such other address as
such Purchaser or nominee shall have specified to the Company in writing,

(ii) if to any other holder of any Note, to such holder at such address as such
other holder shall have specified to the Company in writing, or

(iii) if to the Company, to the Company at its address set forth at the beginning
hereof to the attention of the Chief Financial Officer, or at such other address as the
Company shall have specified to the holder of each Note in writing, or

(iv) if to the Guarantor at UniSource Energy Services, Inc., One South Church
Avenue, Suite 1820, Tucson, Arizona 85701 to the attention of the Chief Financial
Officer or at such other address as the Guarantor shall have specified to each Noteholder
in writing.

Notices under this Section 19 will be deemed given only when actually received.

SECT1ON 20. REPRODUCTION OF DOCUMENTS.

This Agreement and all documents relating thereto, including, without limitation,
(a) consents, waivers and modifications that may hereafter be executed, (b) documents received
by any Purchaser at the Closing (except the Notes themselves), and (c) financial statements,
certificates and other information previously or hereafter furnished to any Purchaser, may be
reproduced by such Purchaser by any photographic, photostatic, electronic, digital or other
similar process and such Purchaser may destroy any original document so reproduced. The
Obligors agree and stipulate that, to the extent permitted by applicable law, any such
reproduction shall be admissible in evidence as the original itself in any judicial or administrative
proceeding (whether or not the original is in existence and whether or not such reproduction was
made by such Purchaser in the regular course of business) and any enlargement, facsimile or
further reproduction of such reproduction shall likewise be admissible in evidence. This
Section20 shall not prohibit any Obligor or any other holder of Notes from contesting any such
reproduction to the same extent that it could contest the original, or from introducing evidence to
demonstrate the inaccuracy of any such reproduction,
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SECTION 21 . CONFIDENTIAL INFORMATION.

For the purposes of this Section 21, "Confidential Information " means information
delivered to any Purchaser by or on behalf of any Obligor or any Subsidiary of the Company in
connection with the transactions contemplated by or otherwise pursuant to this Agreement that is
proprietary in nature and that was clearly marked or labeled or otherwise adequately identified
when received by such Purchaser as being confidential information of such Obligor or such
Subsidiary;provided that such term does not include information that (a) was publicly known or
otherwise known to such Purchaser prior to the time of such disclosure, (b) subsequently
becomes publicly known through no act or omission by such Purchaser or any Person acting on
such Purchaser's behalf, (c) otherwise becomes known to such Purchaser other than through
disclosure by any Obligor or any Subsidiary of the Company or (d) constitutes financial
statements delivered to such Purchaser under Section 7.1 that are otherwise publicly available.
Each Purchaser will maintain the confidentiality of such Confidential Information in accordance
with procedures adopted by such Purchaser in good faith to protect confidential information of
third parties delivered to such Purchaser, provided that such Purchaser may deliver or disclose
Confidential Information to (i) its directors, trustees, officers, employees, agents, attorneys and
Affiliates (to the extent such disclosure reasonably relates to the administration of the investment
represented by its Notes), (ii) its financial advisors and other professional advisors who agree to
hold confidential the Confidential Information substantially in accordance with the terms of this
Section 21, (iii) any other holder of any Note, (iv) any Institutional Investor to which it sells or
offers to sell such Note or any part thereof or any participation therein (if such Person has agreed
in writing prior to its receipt of such Confidential Information to be bound by the provisions of
this Section 21), (v) any Person from which it offers to purchase any Security of the Company (if
such Person has agreed in writing prior to its receipt of such Confidential Information to be
bound by the provisions of this Section 21), (vi) any federal or state regulatory authority having
jurisdiction over such Purchaser, (vii) the NAIC or the SVO or, in each case, any similar
organization, or any nationally recognized rating agency that requires access to information
about such Purchaser's investment portfolio or (viii) any other Person to which such delivery or
disclosure may be necessary or appropriate (w) to effect compliance with any law, rule,
regulation or order applicable to such Purchaser, (x) in response to any subpoena or other legal
process, (y) in connection with any litigation to which such Purchaser is a party or (z) if an Event
of Default has occurred and is continuing, to the extent such Purchaser may reasonably
detennine such delivery and disclosure to be necessary or appropriate in the enforcement or for
the protection of the rights and remedies under such Purchaser's Notes and this Agreement.
Each holder of a Note, by its acceptance of a Note, will be deemed to have agreed to be bound by
and to be entitled to the benefits of this Section 21 as though it were a pay to this Agreement.
On reasonable request by the Company in connection with the delivery to any holder of a Note
of information required to be delivered to such holder under this Agreement or requested by such
holder (other than a holder that is a party to this Agreement or its nominee), such holder will
enter into an agreement with the Obligors embodying the provisions of this Section 21.

SECTION 22. SUBSTITUTION OF PURCHASER.

Each Purchaser shall have the right to substitute any one of its Affiliates as the purchaser
of the Notes that it has agreed to purchase hereunder, by written notice to the Company, which
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notice shall be signed by both such Purchaser and such Affiliate, shall contain such Affiliate's

agreement to be bound by this Agreement and shall contain a confinnation by such Affiliate of

the accuracy with respect to it of the representations set forth in Section 6. Upon receipt of such

notice, any reference to such Purchaser in this Agreement (other than in this Section 22) shall be

deemed to refer to such Affiliate in lieu of such original Purchaser. In the event that such

Affiliate is so substituted as a Purchaser hereunder and such Affiliate thereafter transfers to such

original Purchaser all of the Notes then held by such Affiliate, upon receipt by the Company of

notice of such transfer, any reference to such Affiliate as a "Purchaser" in this Agreement (other

than in this Section 22) shall no longer be deemed to refer to such Affiliate, but shall refer to

such original Purchaser, and such original Purchaser shall again have all the rights of an original

holder of the Notes under this Agreement.

SECTION 23. MISCELLANEOUS I

Section 23.1. Successors and Assigns. All covenants and other agreements contained in

this Agreement by or on behalf of any of the parties hereto bind and inure to the benefit of their

respective successors and assigns (including, without limitation, any subsequent holder of a

Note) whether so expressed or not.

Sect ion 23.2. P aym en t s  D ue  on  N on -B us i ness  D ays . A n y t h i n g  i n  t h i s  A g r e e m e n t  o r  t h e
N o t e s  t o  t h e  c o n t ra ry  n o t w i t h s t a n d i n g  (b u t  w i t h o u t  l i m i t i n g  t h e  re q u i re m e n t  i n Section 8.4  t ha t
t h e  n o t i c e  o f  a n y  o p t i o n a l  p r e p a y m e n t  s p e c i f y  a  B u s i n e s s  D a y  a s  t h e  d a t e  f i x e d  f o r  s u c h
p r e p a y m e n t ) ,  a n y  p a y m e n t  o f  p r i n c i p a l  o f  o r  M a k e - W h o l e  A m o u n t ,  i f  a n y ,  o r  i n t e r e s t  o n  a n y
N o t e  t h a t  i s  d u e  o n  a  d a t e  o t h e r  t h a n  a  B u s i n e s s  D a y  s h a l l  b e  m a d e  o n  t h e  n e x t  s u c c e e d i n g
B u s i n e s s  D a y  w i t h o u t  i n c l u d i n g  t h e  a d d i t i o n a l  d a y s  e l a p s e d  i n  t h e  c o m p u t a t i o n  o f  t h e  i n t e re s t
payab le  on  such  nex t  succeed ing  Bus iness  Day, p r o v i d e d t ha t  i f  t he  mat ur i t y  da t e  o f  any  Not e  i s
a date other than a Business Day,  the payment  otherwise due on such matur i t y  date shal l  be made
o n  t h e  n e x t  s u c c e e d i n g  B u s i n e s s  D a y  a n d  s h a l l  i n c l u d e  t h e  a d d i t i o n a l  d a y s  e l a p s e d  i n  t h e
computat ion o f  i n terest  payable  on such next  succeeding Bus iness Day.

Sect i on 23.3. A c c o u n t i n g  T e r m s . A l l  a c c o u n t i n g  t e r m s  u s e d  h e r e i n  w h i c h  a r e  n o t
express l y  de f i ned i n  t h i s  Agreement  have t he  mean ings respect i ve l y  g i ven t o  t hem in  accordance
w i t h  G A A P . E x c e p t  a s  o t h e r w i s e  s p e c i f i c a l l y  p r o v i d e d  h e r e i n ,  ( a )  a l l  c o m p u t a t i o n s  m a d e
p u r s u a n t  t o  t h i s  A g r e e m e n t  s h a l l  b e  m a d e  i n  a c c o r d a n c e  w i t h  G A A P  a n d  ( b )  a l l  f i n a n c i a l
s ta tements  sha l l  be  prepared i n  accordance w i t h  GAAP.

Sect i on 23.4. Severab i l i t y . A n y  p r o v i s i o n  o f  t h i s  A g r e e m e n t  t h a t  i s  p r o h i b i t e d  o r
unenforceable  i n  any jur i sd i c t i on sha l l ,  as  to  such jur i sd i c t i on,  be inef fect i ve  to  the extent  o f  such
p r o h i b i t i o n  o r  u n e n f o r c e a b i l i t y  w i t h o u t  i n v a l i d a t i n g  t h e  r e m a i n i n g  p r o v i s i o n s  h e r e o f ;  a n d  a n y
such  p roh i b i t i on  o r  unen f o rceab i l i t y  i n  any  j u r i sd i c t i on  sha l l  ( t o  t he  f u l l  ex t en t  pe rm i t t ed  by  l aw )
not  i nva l i da te  o r  render  unenforceab le  such prov i s i on  i n  any  o ther  j u r i sd i c t i on .

Section 23.5. Construction, Etc. Each covenant contained herein shall be construed

(absent express provision to the contrary) as being independent of each other covenant contained

herein, so that compliance with any one covenant shall not (absent such an express contrary

provision) be deemed to excuse compliance with any other covenant. Where any provision
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herein refers to action to be taken by any Person, or which such Person is prohibited from taking,
such provision shall  be applicable whether  such action  is taken directly or  indirectly by such
Person.

For the avoidance of doubt, all Schedules and Exhibits attached to this Agreement shall
be deemed to be a part hereof.

Section 23.6. Counterparts. This Agreement may be executed i n  any num ber  of
counterparts, each of which shall be an original but all of which together shall constitute one
instrument. Each counterpart may consist of a number of copies hereof, each signed by less than
all, but together signed by all, of the parties hereto.

Section 23.71 Governing Law. This Agreement shall be construed and enforced in
accordance with, and the rights of the parties shall be governed by, the law of the State of
New York, excluding choice-of-law principles of the law of such State that would permit
the application of the laws of a jurisdiction other than such State.

Section 23.8. Jurisdiction and Process; Waiver  o f  Jury  T r ia l . (a) The Obl igors
irrevocably submit to the non-exclusive jurisdiction of any New York State or federal court
sitting in the Borough of Manhattan, The City of New York, over any suit, action or proceeding
arising out of or relating to this Agreement or the Notes. To the fullest extent permitted by
applicable law, the Obligors irrevocably waive and agree not to assert, by way of motion, as a
defense or otherwise, any claim that such Obligor is not subject to the jurisdiction of any such
court, any objection that it may now or hereafter have to the laying of the venue of any such suit,
action or proceeding brought in any such court and any claim that any such suit, action or
proceeding brought in any such court has been brought in an inconvenient forum.

(b) The Obligors consent to process being served by or on behalf of any holder of Notes
in any suit, action or proceeding of the nature referred to in Section 23.8(a) by mailing a copy
thereof by registered or certif ied mail (or any substantially similar form of mail), postage
prepaid, return receipt requested, to it at its address specified in Section 19 or at such other
address of which such holder shall then have been notif ied pursuant to said Section. The
Obligors agree that such service upon receipt (i) shall be deemed in every respect effective
service of process upon it in any such suit, action or proceeding and (ii) shall, to the fullest extent
permitted by applicable law, be taken and held to be valid personal service upon and personal
delivery to it. Notices hereunder shall be conclusively presumed received as evidenced by a
delivery receipt furnished by the United States Postal Service or any reputable commercial
delivery service.

(c) Nothing in this Section 23.8 shall affect the right of any holder of a Note to serve
process in any manner permitted by law, or limit any right that the holders of any of the Notes
may have to bring proceedings against any Obligor in the courts of any appropriate jurisdiction
or to enforce in any lawful manner a judgment obtained in one jurisdiction in any other
jurisdiction.
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(d) THE PARTIES HERETO HEREBY WAIVE TRIAL BY JURY IN ANY ACTION BROUGHT ON OR

WITH RESPECT TO THIS AGREEMENT, THE NOTES OR ANY OTHER DOCUMENT EXECUTED IN

CONNECTION HEREWITH OR THEREWITH I

* * * * *

r

I'
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If you are in agreement with the foregoing. please sign the form of agreement on a
counterpart of this Agreement and return it to the Company. whereupon this Agreement shall
become a binding agreement among you. the Company and the Guarantor.

Very truly yours.

UNS ELECTRIC, INC.

B

I

-*"°---...._

Name: Kevin P. Larson
Title: Vice President and Treasurer

UN1SOURCE ENERGY SERVICES, INC.

I

I ( w w
Name: Kevin P. Larson
Title: Vice President and Treasurer



This Agreement is hereby accepted and agreed
to as of the date thereof

COBANK, ACB

By
Name: 8v_e-*T P--
Title: \ l¢cE Presum e. ; l

;

I
I

UNS Electric, Inc.
Note Purchase and Guaranty Agreement

'.
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This Agreement is hereby accepted and agreed
to as of the date thereof.

GREAT-WEST LIFE & ANNUXTY INSURANCE
COMPANY

By
Name: LG. Lowery
Title: Assistant Vice President, Investments,

GWL&A

By T .  »  I '  \
Name: E.A. Hampton
Title: Vice President, Investments, GWL&A

..

UNS Electric, Inc.
Note Purchase and Guaranty Agreement

I



This Agreement is hereby accepted and agreed
to as of the date thereof.

HARTFORD LIFE INSURANCE COMPANY

By: Hartford Investment Management Company
Its: Agent and Attorney-in-Fact

By / . W
Name: at the . knar
Title: Senior ce President

<<'>

UNS Electric, Inc.
Note Purchase and Guaranty Agreement



This Agreement is hereby accepted and agreed
to as of the date thereof

JOHN HANCOCK LIFE INSURANCE COMPANY

By ,
Name: John C. S. Anderson
Title: Senior Managing Director

JOHN HANCOCK VARIABLE LIFE INSURANCE
COMPANY

8:
idle

John C. S. Anderson
Authorized Signatory

JOHN HANCOCK LIFE INSURANCE COMPANY (U.S,A.)

By
Ne: John C. S. Anderson

Title: Authorized Signatory

IPMORGAN CHASE BANK, not individually but
solely 'm its capacity as Directed Trustee of the
SBC Master Pension Trust

By
Name:
Title:

UNS Electric, Inc.
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This Agreement is hereby accepted and agreed
to as of the date thereof.

JOHN HANCOCK LIFE INSURANCE CQMPANY

By
Name: John C. S. Anderson
Title: Senior Managing Director

JOHN HANCOCK VAR1A8LE LIFE INSURANCE
COMPANY

By
Name: John C. S. Anderson
Title' Authorized Signatory

JOHN HANCOCK LIFE INSURANCE COMPANY
(U.S.A.)

By
Name: John C. S. Anderson
Title: Authorized Signatory

JPMQRGAN CHASE BANK, not individually but
solely in its capacity as Directed Trustee of the
SBC Master Pension Trust

By \ u

Name: y L, Schneeberger
Title: Vice President

m wv>L\rpJW804
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This Agreement is hereby accepted and agreed
to as of the date thereof

METROPOLrrAN LIFE INSURANCE COMPANY

METLIFE INSURANCE COMPANY oF CONNEC'NCUT
By: Metropolitan Life Insurance Company, its

Investment Manager

By
Name: JohnA an yen
Title: Director
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INFORMATION RELATING TO PURCHASERS

NAME AND ADDRESS OF PURCHASER SERIES

PRINCIPAL AMOUNT
AND

SERIES oF NOTES To BE
PURCHASED

COBANK, ACB
5500 S. Quebec Street
Greenwood Village, CO 80111

Series A $7,000,000

Payments

All  paymen ts on  or  in  r espect  of th e Notes to be by ban k wir e t r an sfer  of Feder a l  or  oth er
immediately avai lable funds (iden t ifying each  payment  as UNS Electr ic,  Inc. ,  6.50% Senior
Guar an teed  Notes ,  Ser i es  A,  due August  2015,  PPN 90312# AC4,  pr in cipa l ,  p r emi tun  or
interest") to :

Bank Name:
Bank Location:
Bank ABA #3
Account Name :
Account No.
Attn:

CoBank, ACB
Same as first referenced above
307088754
UNS Electric, Inc.
00052808
agencybanJ<@cobanl<.com

Payment Notices

A11 notices of payments on or
payment to be addressed to:

in respect of the Notes and written confirmation of each such

OPERATIONS.L/c's & LOAN ADMINISTRATION
CoBank, ACB
5500 S. Quebec Street
Greenwood Village, CO 80111
Attention: Beth Johnson
Phone: 303-694-5857
Fax: 303-740-4021
email: a,qencybank@cobank.com

LOANCLOSINGS
CoBank, ACB
5500 S. Quebec Street
Greenwood Village, CO 80111
Attention: Laura Bender
Phone: 303-740-6454
Fax: 303-694-5851
email: c1osing@cobank.co1n

SCHEDULE A
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Financial Compliance, Legal, etc. Notices:

LEGAL COUNSEL
CoBank, ACB
5500 S. Quebec Street
Greenwood Village, CO 80111
Attention: Susan McPhil1ips
Phone: 303-740-6465
Fax: 303-224-2580
email: smcphi1lips@cobank.com

FINANCIALS
CoBank, ACB
5500 S. Quebec Street
Greenwood Village, CO 80111
Attention: Tim Green
Phone: 303-740-4350
Fax: 303-796-1482
email: t,qreen@cobank.com

All notices and communications other than those in respect to payments to be addressed to:

PRIMARY CREDIT
CoB2ll'lk, ACB
5500 S. Quebec Street
Greenwood Village, CO 80111
Attention: Brent Knight
Phone: 303-740-6541
Fax: 303-224-2600
email:bknight@cobank.com

SECONDARYCREDIT
CoBank, ACB
5500 S. Quebec Street
Greenwood Village, CO 801 l l
Attention: Tim Green
Phone: 303-740-4350
Fax: 303-796-1482
email: tgreen@cobank.com

Name of Nominee in which Notes are to be issued: None

Taxpayer I.D. Number: 84-1286705

Physical Delivery of Notes:

CoBank, ACB
Attn: Laura Bender, Loan Closings
5500 S. Quebec Street
Greenwood Village, CO 80111
email:closing@cobank.com
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NAME AND ADDRESS OF PURCHASER SERIES

PRINCIPAL AMOUNT
AND

SERIES OF NOTES TO BE
PURCHASED

GREAT-WEST LIFE & ANNUITY INSURANCE
COMPANY

8515 East Orchard Road, 3T2
Greenwood Village, Colorado 801 l 1
Attention: Investment Division
Telecopier: (303) 737-6193

Series A $5,000,000

Payments

All payments shall be made by wire transfer of immediately available funds to:

The Bank of New York
ABA #021-000-018
BNF Account No.: IOC566
Further Credit to: Great-West Life & Annuity Insurance Co. A/C No. 640935

Reference : 1) security description (UNS Electric, Inc.,
6.50% Senior Guaranteed Notes, Series A, due 2015,
PPN 903 la# AC4)
2) allocation of payment between principal and interest, and
3) confirmation of principal balance.

Notices and Communications

All notices and communications, financial statements, trustee reports, etc. to be addressed as first
provided above.

Name of Nominee in which Notes are to be issued: None

Taxpayer I.D. Number: 84-0467907

Physical Delivery of Notes.'

The Bank of New York
3rd Floor, Window A
One Wall Street
New York, NY 10286
Attn: Receive/Deliver Department - GWL #640935
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NAME AND ADDRESS OF PURCHASER
SERIES

PRINCIPAL AMOUNT
AND

SERIES oF NOTES To BE
PURCHASED

HARTFORD LIFEINSURANCE COMPANY
c/o Hartford Investment Management Company
c/o Investment Department - Private Placements
Regular Mailing Address:
p. o. Box 1744
Hartford, Connecticut 06144-1744

Series A
Series A
Series A

$5,000,000
$5,000,000
$5,000,000

Overnight Mailing Address:
55 Farmington Avenue
Hartford, Connecticut 06105
Telefacsimile: (860)297-8884

Payments

All payments by wire transfer of immediately available funds to:

JP Morgan Chase
4 New York Plaza
New York, New York 10004
Bank ABA No.: 021000021
Chase NYC/Cust
A/C # 900-9-000200 for F/C/T G10331 - CRS (re: $5,000,000 Note)

900-9-000200 for F/C/T G06641 _ CRC (re: $5,000,000 Note)
900-9-000200 for F/C/T G06607 iv LGA (re: $5,000,000 Note)

Attn: Bond Interest/Principal - UNS Electric, Inc.
6.50% Senior Guaranteed Notes, Series A, due August
2015

PPN 90312# AC4 Pain S 1nt $

with sufficient information to identify the source and application of such funds.

Notices

All notices and communications to be addressed as first provided above, except notices with
respect to payments and written eontinnations of each such wire transfers to be addressed to:
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Hartford Investment Management Company
c/o Portfolio Support
Regular Mailing Address:
P.O. Box 1744
Hartford, Connecticut 06144- 1744
Overnight Mailing Address:
55 Farmington Avenue
Hartford, Connecticut 06105
Telefacsimile: (860)297-8875/8876

Name of Nominee in which Notes are to be issued: None

Taxpayer I.D. Number: 06-0974148

Physical Delivery of Notes.'

JP Morgan Chase
4 New York Plaza
New York, New York 10004
Attn: John Bouquet

Phy/Rec - I Ifs Floor
Phone: 212-623-2840
Custody Account Numbers G10331 - CRS

G06641 - CRC
G06607 - LGA
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NAME AND ADDRESS OP PURCHASER
SERIES

PRINCIPAL AMOUNT
AND

SERIES oF NOTES To BE
PURCHASED

JOHN HANCOCK LIFE INSURANCE COMPANY
c/o John Hancock Financial Services
197 Clarendon Street
Boston, Massachusetts 02116

Payments

A11 payments to be by bank wire transfer of immediately available funds to :

Series B $39,000,000

Bank Name :
ABA Number:
Account Name:
Account Number:
On Order of:

Bank of America
026009593
John Hancock Collection Account
000054155417
UNS Electric, Inc., PPN 90312# ADD
7.10% Senior Guaranteed Notes, Series B, due August 2023

Notices

All notices with respect to payments, prepayments (scheduled and unscheduled, whether partial
or in full) and maturity shall be sent to :

John Hancock Financial Services
200 Berkley Street
Boston, MA 02116
Attention: Investment Accounting, B-3
Fax Number: (617)572-0628

and John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Investment Administration, C-2
Fax Number: (617) 572-5495

A11 notices and communication with respect to compliance reporting, financial statements and
related certifications shall be sent to:

John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Bond and Corporate Finance, C-2
Fax Number: (617) 572-5068
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A11 other notices shall be sent to:

John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Investment Law, C-3
Fax Number: (617) 572-9269

and John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Bond and Corporate Finance, C-2
Fax Number: (617) 572-5068

Name in which Notes are to be issued: John Hancock Life Insurance Company

Taxpayer I.D. Number: 04-1414660

A-7



NAME AND ADDRESS OF PURCHASER SERIES

PRINCIPAL AMOUNT
AND

SERIES OF NOTES TO BE
PURCHASED

JOHN HANCOCK VARIABLE LIFE INSURANCE
COMPANY
c/o  John Hancock  F inanc ia l  Serv i ces
197 C larendon St reet
Bos t on ,  M assachuse t t s  02116

Paym ent s

A l l  payments  to  be by bank w i re  t ransfer  o f  immedia te l y  ava i l ab le  funds to  :

Series B $5 , 000 , 000

Bank Name :
A B A  N u m b e r :
A c c o u n t  N a m e :
A c c o u n t  N u m b e r :
O n  O rde r  o f :

B a n k  o f  A m e r i c a
026009593
John  H ancock  C o l l ec t i on  A ccoun t
0 0 0 0 5 4 1 5 5 4 1 7
U N S  E l ec t r i c ,  I nc . ,  P P N  90312#  A D 2
7.  10% Senior Guaranteed Notes,  Series B,  due August  2023

Notices

All notices with respect to payments, prepayments (scheduled and unscheduled, whether partial
or in full) and maturity shall be sent to:

John Hancock  F i nanc ia l  Serv i ces and
197 C larendon St reet
B o s t o n ,  M A  0 2 1 1 6
A t t e n t i o n :  I n v e s t m e n t  A c c o u n t i n g ,  B -3
F a x  N u m b e r :  ( 6 1 7 )  5 7 2 - 0 6 2 8

John Hancock  F inanc ia l  Serv i ces
197 C larendon St reet
B o s t o n ,  M A  0 2 1 1 6
A t t e n t i o n :  I n ve s t m e n t  A d m i n i s t ra t i o n ,  C -2
F a x  N u m b e r :  ( 6 1 7 )  5 7 2 - 5 4 9 5

All notices and communication with respect to compliance reporting, financial statements and
related certifications shall be sent to :

John Hancock  F inanc ia l  Serv i ces
197 C larendon St reet
B o s t o n ,  M A  0 2 1 1 6
A t t en t i on :  Bond  and  C orpo ra t e  F i nance ,  C -2
F a x  N u m b e r :  ( 6 1 7 ) 5 7 2 - 5 0 6 8
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All other notices shall be sent to:

John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Investment Law, C-3
Fax Number: (617) 572-9269

and John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Bond and Corporate Finance, C-2
Fax Number: (617) 572-5068

Name in which Notes are to be issued: John Hancock Variable Life Insurance Company

Taxpayer I.D. Number: 04-2664016
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NAME AND ADDRESS OF PURCHASER SERIES

PRINCIPAL AMOUNT
AND

SERIES oF NOTES To BE
PURCHASED

JOHN HANCOCK LIFE INSURANCE COMPANY
(U.S.A.)
c/o John Hancock Financial Services
197 Clarendon Street
Boston, Massachusetts 02116

Series B $5,000,000

Payments

All payments to be by bank wire transfer of immediately available funds to :

Bank Name:
ABA Number:
Account Name:
For Credit to Acct:
On Order of:

Citibank, N.A.
021000089
Citibank Concentration Account 3685820 l
202142 (K529)
UNS Electric, Inc., PPN 90312# ADD
7.10% Senior Guaranteed Notes, Series B, due August 2023

Notices

All notices with respect to payments, prepayments (scheduled and unscheduled, whether partial
or in full) and maturity shall be sent to :

Manulife Financial
200 Blood Street East
North Tower 5
Toronto, Ontario M4W 1E5
Fax Number: (416)926-5989

and John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Investment Administration, C-2
Fax Number: (617) 572-5495

All notices and communication with respect to compliance reporting, financial statements and
related certifications shall be sent to:

John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Bond and Corporate Finance, C-2
Fax Number: (617) 572-5068
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A11 other notices shall be sent to :

John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Investment Law, C-3
Fax Number: (617) 572-9269

and John Hancock Financial Services
197 Clarendon Street
Boston,  MA 02116
Attention: Bond and Corporate Finance, C-2
Fax Number:  (617) 572-5068

Name in which Notes are to be issued: John Hancock Life Insurance Company (U.S.A.)

Taxpayer I.D. Number: 01-0233346
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NAME AND ADDRESS OF PURCHASER SERIES

PRINCIPAL AMOUNT
AND

SERIES oF NOTES To BE
PURCHASED

JPMORGAN CHASE BANK, AsDIRECTED
TRUSTEE For THE SBC MASTER PENSXON TRUST
c/o John Hancock Financial Services
197 Clarendon Street
Boston, Massachusetts 02116

Series B $1,000,000

Payments

A11 payments to be by bank wire transfer of immediately available funds to:

Principal and Interest Payments :
Bank Name: JPMorgan Chase Bank
ABA Number: 021000021
Account Name: ATTIMCO - John Hancock Private Placement - P58512
Account Number: 9009000200
Reference: Income Details
On Order of: UNS Electric, Inc., PPN 903 l2# ADD

7.10% Senior Guaranteed Notes, Series B, due August 2023

All Other Payments :
Bank Name :
ABA Number:
Account Name:
Account Number:
On Order of:

JPMorgan Chase Bank
021000021
ATTIMCO - John Hancock Private Placement - P58512
9009000127
UNS Electric, Inc., PPN 90312# ADD
7.10% Senior Guaranteed Notes, Series B, due August 2023

Notices

All notices with respect to payments, prepayments (scheduled and unscheduled, whether partial
or in full) and maturity shall be sent to :

JPMorgan Chase Bank
3 MetroTech Center, 5th Floor
Brooklyn, NY 11245
Attn: Robert M. Lauer
Fax: (718)242-2319

\.
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All notices and communication with respect to compliance reporting, financial statements and
related certifications shall be sent to :

John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Bond and Corporate Finance, C-2
Fax Number: (617) 572-5068

A11 other notices shall be sent to:

John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Investment Law, C-3
Fax Number: (617) 572-9269

and John Hancock Financial Services
197 Clarendon Street
Boston, MA 02116
Attention: Bond and Corporate Finance, C-2
Fax Number: (617) 572-5068

Name in which Notes are to be issued: Kane & Co.

Taxpayer I.D. Number: 91-1990052

o
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NAME AND ADDRESS OF PURCHASER
SERIES

PRINCIPAL AMOUNT
AND

SERIES OF NOTES TO BE
PURCHASED

METLIFE INSURANCE COMPANY oF
CONNECTICUT
c/o Metropolitan Life Insurance Company
1 MetLife Plaza
27-01 Queens Plaza North
Long Island City, New York 11101

Series A $12,000,000

Payments

All scheduled payments of principal and interest by wire transfer of immediately available funds
to:

Bank Name :
ABA Routing #:
Account No.:
Account Name:
Reference :

JPMorgan Chase Bando
021 -000-021
910-2-587434
MetLife Insurance Company of Connecticut
UNS Electric, Inc.
6.50% Senior Guaranteed Note, Series A, due August 8, 2015,
PPN: 90312# AC4

with sufficient information to identify the source and application of such funds, including issuer,
PPN#, interest rate, maturity and whether payment is of principal, interest, make whole amount
or otherwise.

For all payments other than scheduled payments of principal and interest, the Company shall
seek instructions from the holder, and in the absence of instructions to the contrary, will make
such payments to the account and in the manner set forth above.

Notices

A11 notices and communications,  including notices with respect to payments and written
confirmation of each such payment, to be addressed:
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MetLife Insurance Company of Connecticut
c/o Metropolitan Life Insurance Company
Investments, Private Placements
P.O. Box 1902
10 Park Avenue
Morristown, New Jersey 07962-1902
Attention: Director
Facsimile: (973)355-4250

With a copy (OTHER than with respect to deliveries of financial statements) to:

MetLife Insurance Company of Connecticut
c/o Metropolitan Life Insurance Company
P.O. Box 1902
10 Park Avenue
Morristown, New Jersey 07962-1902
Attention: Chief Counsel-Securities Investments (PRIV)
Facsimile: (973)355-4338

Name of Nominee in which Notes are to be issued: None

Taxpayer I.D. Number: 06-0566090

Securities should be delivered to:

MetLme Insurance Company ofConnecz'icut
c/0 Metropolitan Ly'e Insurance Company
Securities Investments, Law Department
p. o. Box 1902
IO Park Avenue
Morristown, New Jersey 07962-1902
Attn: Daniel B. Kenney, Esq.
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NAME AND ADDRESS OF PURCHASER SERIES

PRINCIPAL AMOUNT
AND

SERIES OF NOTES TO BE
PURCHASED

METROPOLITAN LIFE INSURANCE COMPANY
1 MetLife Plaza
27-01 Queens Plaza North
Long Island City, New York 11101

Series A $11,000,000

Payments

All scheduled payments of principal and interest by wire transfer of immediately available funds
to :

Bank Name :
ABA Routing #1
Account No.:
Account Name:
Reference :

JPMorgan Chase Bank
021-000-021
002-2-410591
Metropolitan Life Insurance Company
UNS Electric, Inc,
6.50% Senior Guaranteed Note, Series A, due August 8, 2015,
PPN: 90312# AC4

with sufficient information to identify the source and application of such funds, 'including issuer,
PPN#, interest rate, maturity and whether payment is of principal, interest, make whole amount
or otherwise.

For all payments other than scheduled payments of principal and interest, the Company shall
seek instructions from the holder, and in the absence of instructions to the contrary, will make
such payments to the account and in the manner set forth above.

Notices

A11 notices and communications, including notices with respect to payments and written
confirmation of each such payment, to be addressed:
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Metropolitan Life Insurance Company
Investments, Private Placements
P.O. Box 1902
10 Park Avenue
Morristown, New Jersey 07962-1902
Attention: Director
Facsimile: (973)355-4250

With a copy (OTHER than with respect to deliveries of financial statements) to :

Metropolitan Life Insurance Company
P.O. Box 1902
10 Park Avenue
Morristown, New Jersey 07962- 1902
Attention: Chief Counsel - Securities Investments (PRIV)
Facsimile: (973)355-4338

Name of Nominee in which Notes are to be issued: None

Taxpayer I.D. Number: 13-5581829

Securities should be delivered to:

Metropolitan Life Insurance Company
Securities Investments, Law Department
P.O. Box 1902
I0 Park Avenue
Morristown, New Jersey 07962-1902
Attn: Daniel B. Kenney, Esq.
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DEFINEDTERMS

As used herein, the following terms have the respective meanings set forth below or set
forth in the Section hereof following such term:

"A CC " means the Arizona Corporation Commission.

"Affiliate" means, at any time, and with respect to any Person, any other Person that at
such time directly or indirectly through one or more intermediaries Controls, or is Controlled by,
or is under common Control with, such first Person, and with respect to the Company, shall
include any Person beneficially owning or holding, directly or indirectly, 10% or more of any
class of voting or equity interests of any Obligor or any Subsidiary or any corporation of which
any Obligor and its Subsidiaries beneficially own or hold, in the aggregate, directly or indirectly,
10% or more of any class of voting or equity interests. As used in this definition, "Control"
means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of a Person, whether through the ownership of voting securities, by
contract or otherwise. Unless the context otherwise clearly requires, any reference to an
"Ciliate " is a reference to an Affiliate of an Obligor.

"Anti-Terrorism Order" means Executive Order No. 13,224 of September 24, 2001,
Blocking Property and Prohibiting Transactions with Persons Who Commit, Threaten to Commit
or Support Terrorism, 66 U.S. Fed. Reg. 49,079 (2001), as amended.

"Business Day" means (a) for the purposes of Section8.7 only, any day other than a
Saturday, a Sunday or a day on which commercial banks in New York City are required or
authorized to be closed, and (b) for the purposes of any other provision of this Agreement, any
day other than a Saturday, a Sunday or a day on which commercial banks in New York,
New York or Tucson, Arizona are required or authorized to be closed.

"Capital Lease " means, at any time, a lease with respect to which die lessee is required
concurrently to recognize the acquisition of an asset and the incurrence of a liability in
accordance with GAAP.

"Capital Lease Obligation" means, with respect to any Person and a Capital Lease, the
amount of the obligation of such Person as the lessee under such Capital Lease which would, in
accordance with GAAP, appear as a liability on a balance sheet of such Person.

"Change of Control " means any of the followingevents or circumstances :

(a) the failure of UniSource Energy directly or indirectly to beneficially own
in the aggregate at least a majority of the shares of the Company's outstanding Voting
Stock, and

(b) the acquisitionafter the date hereof by any person (as such term is used in
section 13(d) and section 14(d)(2) of the Exchange Act as in effect on the date of the
Closing) other than UniSource Energy or related persons constituting a group (as such

SCHEDULE B
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term is used in Rule 13d-5 under the Exchange Act as in effect on the date of the Closing)
of the power to elect, appoint or cause the election or appointment of at least a majority
of the members of the board of directors of the Company, through beneficial ownership
of the capital stock of the Company or otherwise; provided that the acquisition by any
such person or group of the power to elect at least a majority of the Board of Directors of
UniSource Energy shall not be deemed to constitute the acquisition of the power to elect
at least a majority of the board of directors of the Company by a person other than
UniSource Energy for the purpose of this subsection(b).

"Change of ControI Notice" is defined in Section 8.5.

"Change of Control Prepayment Date " is defined in Section 8.5.

"Closing P) is defined in Section 3.

"Code" means the Internal Revenue Code of 1986, as amended from time to time, and
the rules and regulations promulgated thereunder from time to time.

"Company" means UNS Electric, Inc., an Arizona corporation, or any successor that
becomes such in the manner prescribed in Section10.2.

"Company Successor" is defined in Section 10.2(a)(i).

"Confidential Information " is defined in Section 21.

"Consolidated Debt" m eans,  wi th  respec t  t o  the Com pany as o f  any  date  o f
determination, the total of all Indebtedness of the Company and its Subsidiaries outstanding on
such date, after eliminating all of fsetting debits and credits between the Company and its
Subsidiaries and all other items required to be eliminated in the course of the preparation of
consolidated f inancial statements of the Company and its Subsidiaries in accordance with
GAAP.

"Consolidated Income Available for Interest Charges " means, with respect to any
period, Consolidated Net Income of the Company for such period plus all amounts deducted in
the computation thereof on account of (a) Interest Charges, (b) taxes imposed on or measured by
income or excess profits, and (c) the amount of all depreciation and amortization allowances and
other noncash expenses of the Company and its Subsidiaries for such period.

"Consolidated Long Term Debt" means, as of any date of determination, the total of all
Long Term Debt Of the Company and its Subsidiaries outstanding on such date, after eliminating
all offsetting debits and credits between the Company and its Subsidiaries and all other items
required to be eliminated in the course of the preparation of consolidated financial statements of
the Company and its Subsidiaries in accordance with GAAP.

"Consolidated Net Income" means, with respect to the Company and with reference to
any fiscal period, the net income (or loss) of the Company and its Subsidiaries for such period
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(taken as a cumulative whole), as determined in accordance with GAAP, after eliminating all
offsetting debits and credits between the Company and its Subsidiaries and all other items
required to be eliminated in the course of the preparation of consolidated financial statements of
the Company and its Subsidiaries in accordance with GAAP, adjusted to exclude (a) any
extraordinary gain or loss reflected in the net income (or loss) for the Company and its
Subsidiaries for such period and (b) any cumulative effect of a change in accounting principles
reflected in the net income (or loss) for the Company and its Subsidiaries for such period.

"Consolidated Net Worth " means, with respect to the Company at any time:

(a) the total assets of the Company and its Subsidiaries which would be
shown as assets on a consolidated balance sheet of the Company and its Subsidiaries as
of such time prepared in accordance with GAAP, after eliminating all amounts properly
attributable to minority interests, if any, in the stock and surplus of Subsidiaries, minus

(b) the total liabilities of the Company and its Subsidiaries which would be
shown as liabilities on a consolidated balance sheet of the Company and its Subsidiaries
as of such time prepared in accordance with GAAP,minus

(c) the net book value of all assets (other than intangible assets eligible for
cost recovery through regulatory rates) of the Company and its Subsidiaries, after
deducting any reserves applicable thereto, which would be treated as intangible under
GAAP, including, without limitation, good will, trademarks, trade names, service marks,
brand names, copyrights, patents, unamortized debt discount and expense, and
organizational expenses.

"Consolidated Total Assets" means as of the date of any determination thereof, total
assets of the Company and its Subsidiaries determined on a consolidated basis in accordance
with GAAP.

"Consolidated Total Capitalization" means at any time, the sum of Consolidated Net
Worth of the Company and Consolidated Debt of the Company at such time.

"Current Debt" means, with respect to the Company, all Indebtedness of the Company
which by its terms or by the terms of any instrument or agreement relating thereto matures on
demand or within one year from the date of the creation thereof and is not directly or indirectly
renewable or extendible at the option of the Company in respect thereof to a date one year or
more from such date without meeting the conditions applicable to a new borrowing.

"Current Maturities obLong Term Debt" means, at any time and with respect to any item
of Long Term Debt, the portion of such Long Term Debt outstanding at such time which by the
terms of such Long Term Debt or the terms of any instrument or agreement relating thereto is
due on demand or within one year from such time (whether by sinking fund, other required
prepayment or final payment at maturity) and is not directly or indirectly renewable, extendible
or refundable at the option of the obligor under an agreement or limy commitment in effect at
such time to a date one year or more from such time.
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"DBRS" means Dominion Bond Rating Service, Ltd. or its successors or assigns.

"Default" means an event or condition the occurrence or existence of which would, with
the lapse of time or the giving of notice or both, become an Event of Default.

"Default Rate " means that rate of interest that is the greater of (i) 2% per annum above
the rate of interest stated in clause (a) of the first paragraph of the Notes or (ii) 2% over the rate
of interest publicly announced by Wells Fargo Bank, N.A. in New York, New York as its "base"
or "prime" rate.

"Disclosure Documents " is defined in Section 5.3.

"Distribution " means, in respect of any corporation, association or other business entity:

(a) div idends or other distributions or payments on capital stock or other
equity interest of  such corporat ion, associat ion or other business enti ty (except
distributions in such stock or other equity interest); and

(b) the redemption or acquisition of such stock or other equity interests or of
warrants, rights or other options to purchase such stock or other equity interests (except
when solely in exchange for such stock or other equi ty interests) unless made,
contemporaneously, f rom the net proceeds of  a sale of  such stock or other equity
interests.

"ElecCo Guaranteed Ubligations " is defined in Section 11.1.

"Electronic Delivery" is defined in Section 7.1(a).

"Environmental Laws" means any and all federal, state, local, and foreign statutes, laws,
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants,
franchises, l icenses, agreements or governmental restrictions relating to pollution and the
protection of the environment or the release of any materials into the environment, including but
not limited to those related to Hazardous Material.

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended
from time to time, and the rules and regulations promulgated thereunder from time to time in
effect.

"ERISA Ajiliate " means any trade or business (whether or not incorporated) that is
treated as single employer together with an Obligor under section 414 of the Code.

"Event of Default " is defined in Section 12.

"Exchange Act" means the Securities Exchange Act of 1934, as amended from time to
time, and the rules and regulations promulgated thereunder from time to time in effect.
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"Execution Date " is defined in Section 3.

"Fair Market Value" means, at any time and withrespect to any Property, the sale value
of such Property that would be realized in an arm's-length sale at such time between an informed
and willing buyer and an informed and willing seller (neither being under a compulsion to buy or
sell).

"Fitch " means Fitch IBCA, Inc. or its successors or assigns.

"Form 10-K" isdefined in Section 7.1(b).

"Form 10-Q" is defined inSection 7.1(a).

"GAAP " means generally accepted accounting principles as in effect from time to time in
the United States of America.

"Governmental Authority " means

(a) the government of

(i) the United States of America or any State or other political
subdivision thereof, or

(ii) any other jurisdiction in which any Obligor or any Subsidiary
conducts all or any part of its business, or which asserts jurisdiction over any
Properties of any Obligor or any Subsidiary, or

(b) any entity exercising executive, legislative, judicial,
administrative functions of, or pertaining to, any such government.

regulatory or

"Guarantor" means UniSource Energy Services, Inc., an Arizona corporation, or any
successor that become such in the manner prescribed in the Section 10.2.

"Guarantor Successor" is defined in Section 10.2(a)(i).

"Guaranty" means the guaranty set forth in Section ll.

"Guaranty Obligation" means, with respect to any Person, any obligation (except the
endorsement in the ordinary course of business of negotiable instruments for deposit or
collection) of such Person guaranteeing or in effect guaranteeing any Indebtedness, dividend or
other obligation of any other Person in any manner, whether directly or indirectly, including
(without limitation) obligations incurred through an agreement, contingent or otherwise, by such
Person:

(a) to purchase such Indebtedness or obligation or any Property constituting
security therefor,
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(b) to advance or supply funds (i) for the purchase or payment of such
Indebtedness or obligation, or (ii) to maintain any working capital or other balance sheet
condition or any income statement condition of any other Person or otherwise to advance
or make available funds for die purchase or payment of such Indebtedness or obligation;

(c) to lease Properties or to purchase Properties or services primarily for the
purpose of assuring the owner of such Indebtedness or obligation of the ability of any
other Person to make payment of the Indebtedness or obligation, or

(d) otherwise to assure the owner of such Indebtedness or obligation against
loss in respect thereof.

In any computation of the Indebtedness or other liabilities of the obligor under any
Guaranty Obligation, the Indebtedness or other obligations that are the subject of such Guaranty
Obligation shall be assumed to be direct obligations of such obligor.

"Guaranty Termination Date " is defined inSection 11.7

"Hazardous Material" means any and all pollutants, toxic or hazardous wastes or any
other substances, including all substances listed in or regulated in any Environmental Law that
might pose a hazard to health and safety, the removal of which may be required or the
generation, manufacture, refining, production, processing, treatment, storage, handling,
transportation, transfer, use, disposal, release, discharge, spillage, seepage, or filtration of which
is or shall be restricted, regulated, prohibited or penalized by any applicable law including, but
not limited to, asbestos, urea formaldehyde foam insulation, polychlorinated biphenyls,
petroleum, petroleum products, lead based paint, radon gas or similar restricted, prohibited or
penalized substances.

"holder" means, with respect to any Note, the Person in whose name such Note is
registered in the register maintained by the Company pursuant toSection 14.1.

"Indebtedness "with respect to any Person means, at any time, without duplication,

(a) its liabilities for borrowed money and its redemption obligations in respect
of mandatorily redeemable Preferred Stock,

(b) its liabilities for the deferred purchase price of Property acquired by such
Person (excluding accounts payable arising in the ordinary course of business but
including all liabilities created or arising under any conditional sale or other title retention
agreement with respect to any such Property),

(c) all liabilities appearing on its balance sheet 'm accordance with GAAP in
respect of Capital Leases,
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(d) all liabilities for borrowed money secured by any Lien with respect to any
Properly owned by such Person (whether or not it has assumed or otherwise become
liable for such liabilities);

(e) all its liabilities in respect of letters of credit or instruments sewing a
similar function issued or accepted for its account by banks and other financial
institutions (whether or not representing obligations for borrowed money),

(D Swaps of such Person, and

(g) any Guaranty Obligation of such Person with respect to liabilities of a type
described in any of clauses (a) through (f) hereof.

Indebtedness of any Person shall include all obligations of such Person of the character
described in clauses (a) through (g) to the extent such Person remains legally liable in respect
thereof notwithstanding that any such obligation is deemed to be extinguished under GAAP .

"Insolvency Proceeding " is defined in Section l1.2(d).

"Institutional Investor" means (a) any purchaser of a Note, (b) any holder of a Note
holding (together with one or more of its Affiliates) more than 5% of the aggregate principal
amount of the Notes then outstanding, (c) any bank, trust company, savings and loan association
or other f inancial insti tution, any pension plan, any investment company, any insurance
company, any broker or dealer, or any other similar financial institution or entity, regardless of
legal form, and (d) any Related Fund of any holder of any Note.

"Interest Charges" means, with respect to any period, the sum (without duplication) of
the following (in each case, eliminating all offsetting debits and credits between the Company
and its Subsidiaries and all other items required to be eliminated in the course of the preparation
of consolidated financial statements of the Company and its Subsidiaries in accordance with
GAAP): (a) all interest in respect of Indebtedness of the Company and its Subsidiaries (including
imputed interest on Capital Lease Obligations) deducted in determining Consolidated Net
Income for such period, together with all interest capitalized or deferred during such period and
not deducted in determining Consolidated Net Income for such period, and (b) to the extent
actually paid, all debt discount and expense amortized or required to be amortized in the
determination of Consolidated Net Income for such period.

"Interest Coverage Ratio " means, with respect to the Company for any period, the ratio
of (a) Consolidated Income Available for Interest Charges for such period to (b) Interest Charges
for such period.

"Lien" means, with respect to any Person, any mortgage, lien, pledge, charge, security
interest or other encumbrance, or any interest or title of any vendor, lessor, lender or other
secured party to or of such Person under any conditional sale or other title retention agreement or
Capital Lease, upon or with respect to any Property or asset of such Person (including in the case
of stock, stocldiolder agreements, voting trust agreements and all similar arrangements).

B-7



"Long Term Debt" means, with respect to any Person, all Indebtedness of such Person
which by its terms or by the terms of any instrument or agreement relating thereto matures, or
which is otherwise payable or unpaid, one year or more from, or is directly or indirectly
renewable or extendible at the option of the obligor in respect thereof to a date one year or more
(including, without limitation, an option of such obligor under a revolving credit or similar
agreement obligating the lender or lenders to extend credit over a period of one year or more)
from, the date of the creation thereof, provided that Long Term Debt shdl include, as at any date
of determination, Current Maturities of Long Term Debt.

"Make-Whole Amount" is defined in Section 8.7.

"Material " means material in relation to the business, operations, affairs, f inancial
condition, assets or Properties of any Obligor and its Subsidiaries taken as a whole.

"Material Adverse Effect " means a material adverse effect on (a) the business,
operations, affairs, financial condition, assets or Properties of any Obligor and its Subsidiaries
taken as a whole, or (b) the ability of any Obligor to perform its respective obligations under this
Agreement and the Notes, or (c) the validity or enforceability of this Agreement or the Notes.

"Memorandum " is defined in Section 5.3.

"Moody 's " means Moody's Investors Service, Inc. or its successors or assigns.

"Multiemployer Plan" means any Plan that is a "multiemployer plan" (as such term is
defined in section 4001(a)(3) of ERISA).

"NAIC " means the National Association of Insurance Commissioners or any successor
thereto.

"Note Investment Grade Rating" means in respect of the Notes, on the basis of the
Company's credit without the benefit of the Guaranty, a rating of (a) "BBB-" or better by S&P,
(b) "Baa3" or better by Moody's, (c) "BBB low" or better by DBRS or (d) "BBB-" or better by
Fitch.

"Noteholders " means the holders from time to time of the Notes .

"Notes JI is defined inSection 1.

"Obligors " is defined in the introductory paragraph hereof

"O/'j'icer's Certificate" means a certificate of a Senior Financial Officer or of any other
officer of any Obligor whose responsibilities extend to the subj et matter of such certificate.

"PBGC" means the Pension Benefit Guaranty Corporation referred to and defined in
ERISA or any successor thereto.
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"Permitted Lien " means, with respect to any Person, each of the following:

(a) Liens for taxes, assessments or other governmental charges which are not
yet due and payable or the payment of which is not at the time required by Section 9.4 of
this Agreement,

(b) statutory Liens of landlords and Liens of carriers, warehousemen,
mechanics, materialmen and other similar Liens, in each case, incurred in the ordinary
course of business for sums not yet due and payable or the payment of which is not at the
time required by Section 9.4 of this Agreement,

(c) Liens (other than any Lien imposed by ERISA) incurred or deposits made
in the ordinary course of business (i) in connection with workers' compensation,
unemployment insurance and other types of social security or retirement benefits, or
(ii) to secure (or to obtain letters of credit that secure) the performance of tenders,
statutory obligations, surety bonds, appeal bonds, bids, leases (other than Capital Leases),
performance bonds, purchase, construction or sales contracts and other similar
obligations, in each case not incurred or made in connection with the borrowing of
money, the obtaining of advances or credit or the payment of the deferred purchase price
of Property;

(d) any attachment or judgment Lien, unless the judgment it secures shall not,
within sixty days after the entry thereof, have been discharged or execution thereof stayed
pending appeal, or shall not have been discharged within sixty days after the expiration of
any such stay,

(e) leases or subleases granted to others, easements, rights-of-way, restrictions
and other similar charges or encumbrances, in each case incidental to, and not interfering
with, the ordinary conduct of the business of the Company,provided that such Liens do
not, in the aggregate, materially detract from the value of such Property; and

(f) any Lien created to secure all or any part of the purchase price, or to
secure Indebtedness incurred or assumed to pay all or any part of the purchase price or
cost of construction, of Property (or any improvement thereon) acquired or constructed
by such Person or a Subsidiary of such Person after the date of the Closing,provided that:

(i) any such Lien shall extend solely to the item or items of such
Property (or improvement thereon) so acquired or constructed and, if required by
the terms of the instrument originally creating such Lien, other Property (or
improvement thereon) which is an improvement to or is acquired for specific use
in connection with such acquired or constructed Property (or improvement
thereon) or which is real property being improved by such acquired or constructed
Property (or improvement thereon);

(ii) the principal amount of the Indebtedness secured by any such Lien
shall not, at the time such Lien is created, exceed an amount equal to the lesser of
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(A) the cost to such Person or such Subsidiary of the Property (or improvement
thereon) so acquired or constructed and (B) the Fair Market Value (as determined
in good faith by the board of directors of such Person) of such Properly (or
improvement thereon) at the time of such acquisition or construction, and

(iii) any such Lien shall be created contemporaneously with, or within
90 days after, the acquisition or construction of such Property; and

(g) with respect to any interest in real property which consists of a leasehold
or other possessory interest therein, Liens to which the underlying fee estate in such real
Property is subject that do not and will not result in a Material Adverse Effect.

"Permitted Reimbursement Obligation " means any liability of the Company of the type
referred to in clause (e) of the definition of "Indebtedness" provided that such liability is not
created in connection with a letter of credit or instrument serving a similar function related to
Indebtedness for money borrowed and provided such liability is immediately due and payable
upon the related payment under such letter of credit or similar instrument.

"Person" means an individual, partnership, corporation, limited liability company,
association, trust, unincorporated organization, business entity or Governmental Authority.

"Plan" means an "employee benefit plan" (as defined in section 3(3) of ERISA) subject
to Titlel of ERISA that is or, within the preceding five years, has been established or
maintained, or to which contributions are or, within the preceding five years, have been made or
required to be made, by the Company or any ERISA Affiliate or with respect to which an
Obligor or any ERISA Affiliate may have any liability.

"Preferred Stock" means any class of capital stock of a corporation that is preferred over
any other class of capital stock of such corporation as to the payment of dividends or the
payment of any amount upon liquidation or dissolution of such corporation.

"Properly" or "Properties " means, unless otherwise specifically limited, real or personal
property of any kind, tangible or intangible, choate or inchoate.

" Y) is defined inSection 6.2(a).

"Purchaser" is defined in the first paragraph of this Agreement.

"QPAM Exemption " means Prohibited Transaction Class Exemption 84-14 issued by the
United States Department of Labor.

"Qualified Institutional Buyer " means any Person who is a "qualified institutional buyer"
within the meaning of such term as set forth in Rule l44A(a)(1) under the Securities Act.

"Rating Agency " means any of S&P, Moody's, DBRS or Fitch.
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"Related Fund" means, with respect to any holder of any Note, any fund or entity that
(.a) invests in Securities or bank loans, and (b) investment advisor as such holder or by an
affiliate of such holder or such investment advisor.

"Required Holders" means, at any time, the holders of at least 51% in principal amount
of the Notes at the time outstanding (exclusive of Notes then owned by the Company or any of
its Affiliates).

"Response Date " is defined in Section 8.5.

"Responsible Ojj'icer" means any Senior Financial Officer of an Obligor and any other
officer of such Obligor with responsibility for the administration of the relevantportion of this
Agreement.

"Restricted Payment " means any Distribution in respect of any Person or any Subsidiary
of such Person (other than on account of capital stock or other equity interests of a Subsidiary
owned legally and beneficially by such Person or another Subsidiary of such Person), including,
without limitation, any Distribution resulting in the acquisition by such Person of Securities
which would constitute treasury stock. For purposes of this Agreement, the amount of any
Restricted Payment made in Property shall be the greater of (a) the Fair Market Value of such
Property (as determined in good faith by the board of directors (or equivalent governing body) of
the Person making such Restricted Payment) and (b) the net book value thereof on the books of
such Person, in each case determined as of the date on which such Restricted Payment is made.

"S&P " means Standard & Poor's Rating Services, a division of The McGraw-Hill
Company, or its successors or assigns.

"SEC" shall mean the Securities and Exchange Commission of the United States, or any
successor thereto.

"Securities " or Security" shall have the same meaning as in Section 2(1) of the Securities
Act.

"Securities Act" means the Securities Act of 1933, as amended from time to time, and
the rules and regulations promulgated thereunder from time to time in effect.

"Senior Financial Oj§'icer" means the chief financial officer, principal accounting officer,
treasurer or comptroller of an Obligor.

"Series A Notes " is defined inSection 1of this Agreement.

"Series B Notes " is defined in Section1 of this Agreement.

"Subsidiary" means, as to any Person, any other Person in which such first Person or one
or more of its Subsidiaries or such first Person and one or more of its Subsidiaries owns
sufficient equity or voting interests to enable it or them (as a group) ordinarily, in the absence of
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contingencies, to elect a majority of the directors (or Persons performing similar functions) of
such second Person, and any partnership or joint venture if more than a 50% interest in the
profits or capital thereof is owned by such Person or one or more of its Subsidiaries or such first
Person and one or more of its Subsidiaries (unless such partnership can and does ordinarily take
major business actions without the prior approval of such Person or one or more of its
Subsidiaries). Unless the context otherwise clearly requires, any reference to a "Subsidiary" is a
reference to a Subsidiary of the Company.

"SVU" means the Securities Valuation Office of the NAIC or any successor to such
Office.

"Swaps" means, with respect to any Person, payment obligations with respect to interest
rate swaps, currency swaps and similar obligations obligating such Person to make payments,
whether periodically or upon the happening of a contingency. For the purposes of this
Agreement, the amount of the obligation under any Swap shall be the amount determined in
respect thereof as of the end of the then most recently ended fiscal quarter of such Person, based
on the assumption that such Swap had terminated at the end of such fiscal quarter, and in making
such determination, if any agreement relating to such Swap provides for the netting of amounts
payable by and to such Person thereunder or if any such agreement provides for the simultaneous
payment of amounts by and to such Person, then in each such case, the amount of such
obligation shall be the net amount so determined.

"2003 Note Agreement" means that certain Note Purchase and Guaranty Agreement
dated as of August 11, 2003 between and among the Company, the Guarantor and the holders of
the $60,000,000 aggregate principal amount 7.61% Guaranteed Senior Notes due August 11,
2008, as the same may be supplemented or amended.

"2006 Credit Agreement" means that certain Amended and Restated Credit Agreement
dated as of August 11, 2006 between and among the Company, UNS Gas, Inc., an Arizona
corporation, as borrowers, the Guarantor, as guarantor, the banks listed on the signature pages
daereof and Union Banc of California, N.A., as administrative agent, as the same may from time
to time be supplemented, amended, renewed, extended or replaced.

"UniSource Energy" means UniSource Energy Corporation, a corporation incorporated
under the laws of the state of Arizona.

"USA Patriot Act" means United States Public Law 107-56, Uniting and Strengthening
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism (USA
PATRIOT ACT) Act of 2001, as amended from time to time, and the rules and regulations
promulgated thereunder from time to time in effect.

"Voling Stock" means Securities of any class or classes, the holders of which are
ordinarily, in the absence of contingencies, entitled to elect the corporate directors (or Persons
performing similar functions).
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"Wholly-owned Subsidiary" means, at any time, any Subsidiary one hundred percent
(l00%) of all of the equity interests (except directors' qualifying shares) and voting interests of
which are owned by any one or more of the Company and the Company's other Wholly-ovmed
Subsidiaries at such time.
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DISCLOSURE MATERIALS

1. Note Purchase and Guaranty Agreement dated August __, 2008. 4

2. UNS Electric, Inc. Investor Presentation dated July 2008.

UNS Electric , Inc. Private Placement Memorandum dated July 8, 2008.

The financial statements for UNS Electric, Inc. included in Schedule 5.5.

5. The financial statements for UniSource Energy Services, Inc. included in
Schedule 5.5.

3.

4.

SCHEDULE 5.3
(to Note Purchase Agreement)



SUBSIDIARIES AND AFFILIATES

SECTION 1. THE CCMPANY: UNS ELECTRIC, INC .

Se c t i o n  1 .1 . Subsidiaries. None

Section 1.2. Directors and Officers.

DIRECTORSZ

James S. Pignatel l i
Michael  J .  DeConcini
Raymond S .  Herman

OFFICERS :

James S. Pignatel l i
Raymond S.  Heyman
Kevin P. Larson
Karen G. Kissinger
Phil ip J. Dion
Thomas A. McKenna
David G. Hutchens
Linda H. Kennedy
Roxana Ashurst
Carl  W. Dabelste in
Gai l  K. Boswel l

President
Vice President and Secretary
Vice President and Treasurer
Vice President and Controller
Vice President
Vice President
Vice President
Assistant Secretary
Assistant Secretary
Assistant Treasurer
Assistant Treasurer

SECTION 2. THE GUARANTOR: UN1SOURCE ENERGY SERVICES, INC.

Section 2.1. Subsidiaries. The Guarantor has two subsidiaries: UNS Electric, Inc., an
Arizona corporation, and UNS Gas, Inc., an Arizona corporation. The Guarantor owns 100% of
the common stock of each subsidiary. UNS Electric, Inc. and UNS Gas, Inc. have not issued any
other class of capital stock or similar equity interest. UNS Electric, Inc. and UNS Gas, Inc. have
no subsidiaries.

SCHEDULE 5.4
(to Note Purchase Agreement)



Section 2.2. Directors and Ojicers.

DIRECTORS :

James S. Pignatelli
Kenneth Handy
Lawrence J. Aldrich
Barbara M. Baumann
Larry W. Bickle
Elizabeth T. Bilby
Harold W. Burlingame

John L. Carter
Robert A. Elliott
Daniel W. L. Fessler
Warren Y..lobe
Ramiro G. Peru
Gregory A. Pivirotto
Joaquin Ruiz

OFFICERS :

James S. Pignatelli
Raymond S. Heyman
Kevin P. Larson
Karen G. Kissinger
Philip J. Dion
Thomas A. McKenna
David G. Hutchins
Gary A. Smith
Michelle D. Livengood
Linda H. Kennedy
Roxana Ashurst
Carl W. Dabelstein
Gail K. Boswell

President
Senior Vice President and General Counsel
Vice President and Treasurer
Vice President and Controller
Vice President, Legal and Environmental Services
Vice President (Electric)
Vice President (Gas)
Vice President and General Manager
Secretary
Assistant Secretary
Assistant Secretary
Assistant Treasurer
Assistant Treasurer

SECTION 3. AFFILIATES OF THE OBLIGORS

UniSource Energy Corporation
UniSource Energy Services, Inc.

UNS Electric, Inc .
UNS Gas, Inc.

Millennium Energy Holdings, Inc.
Advanced Energy Technologies, Inc.
Carboelectrica Sabinas S. de R.L. de C.V. (50%)

Minerales Monclova S.A. de C.V. (19.5%)
MEH Equities Management Company

Haddington Energy Partners II LP (31 .59%)
Millennium Environmental Group, Inc .
Nations Energy Corporation

Nations International Ltd.
Corporacion Panama de Energia S.A. (32%)

POWERTRUSION International, Inc. (77.6%)

5.4-2



Southwest Energy Solutions, Inc.
Tucson Electric Power Company

Escavada Company
Luna Power Company, LLC (33%)
San Carlos Resources Inc.
Tucsonel Inc.

UniSource Energy Development Company
Springerville Power, LLC

Additional Afiliates (minority interests)

Infinite Power Solutions, Inc. (minority interest held by Advanced Energy Technologies,
Inc.)

Private Power, LLC (minority interest held by Millennium Energy Holdings, Inc. [equity
in Metrogen Enterprises LLC transferred to Private Power, LLC])

Valley Ventures III, L.P. (minority interest held by Millennium Energy Holdings, Inc.)
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FINANCIAL STATEMENTS

1. THE COMPANY: UNS ELECTRIC, INC.

( a ) Financ ial  Statements for the  Year ended December 31 ,  2004 and the  Period Apri l
14, 2003 (Date of Inception) to December 31, 2003 .

(b) Financial Statements for the Years ended December 31, 2005 and 2004.

(c) Financial Statements for the Years ended December 31, 2006 and 2005.

(d) Financial Statements for the Years ended December 31, 2007 and 2006.

( e ) Financial  Statements for the Three Months ended March31, 2007 and 2006.

(f ) Financial Statements for the Three Months ended March 31, 2008 and 2007.

2. THE GUARANTOR: UNISOURCE ENERGY SERVICES, INC.

(a) Consolidated Financial Statements for the Year ended December 31, 2004 and the
Period January 15, 2003 (Date of Inception) to December 31, 2003 .

(b) Consolidated Financial Statements for the Years ended December 31, 2005 and
2004.

(c) Consolidated Financial Statements for the Years ended December 31, 2006 and
2005.

(d) Consolidated Financial Statements for the Years ended December 31, 2007 and
2006.

(e) Consolidated Financial Statements for the Three Months ended March31, 2007 and
2006.

(f ) Consolidated Financial Statements for the Three Months ended March 31, 2008 and
2007.

SCHEDULE 5.5
(to Note Purchase Agreement)



EXISTING INDEBTEDNESS

I.5.15(a)

(A) Note Purchase and Guaranty Agreement dated August 11, 2003 among UNS Gas,
Inc., UniSource Energy Services, Inc., and certain institutional investors. Total indebtedness is
$100 million (two series of $50 million each), full amount outstanding.

(B) Note Purchase and Guaranty Agreement dated August 11, 2003 among UNS
Electric, Inc., UniSource Energy Services, Inc., and certain institutional investors. Total
indebtedness is $60 million, full amount outstanding.

(C) Amended and Restated Credit Agreement dated August 11, 2006 among UNS
Electric, Inc. and UNS Gas, Inc., each as Borrower, UniSource Energy Services, Inc., as
Guarantor, the Banks and other Lenders party thereto, and Union Bank of California, N.A., as
Administrative Agent. $60 million Revolving Credit Facility, UNS Electric had $32 million in
revolving borrowings and $5.5 million in letters of credit outstanding at August 5, 2008. UNS
Gas had no outstanding borrowings or letters of credit at August 5, 2008.

(D) UNS Electric Equipment Capital Lease #l; the total capitalized lease obligation is
$0.15 million. Lease Agreement, dated March 13, 2003, between UNS Electric, as Lessee and
Altec Capital Services, L.L.C. as Lessor.

(E) UNS Electric Equipment Capital Lease #2; the total capitalized lease obligation is
$0.15 million. Lease Agreement, dated May 27, 2003, between UNS Electric, as Lessee and
Altec Capital Services, L.L.C. as Lessor.

II.5.15(b)

None.

111. 5.15 (¢>

(A) Section 10.5 of the Note Purchase and Guaranty Agreement dated August 11, 2003
among UNS Gas, Inc., UniSource Energy Services, Inc., and certain institutional investors.

(B) Section 10.5 of the Note Purchase and Guaranty Agreement dated August 11, 2003
among UNS Electric, Inc., UniSource Energy Services, Inc., and certain institutional investors.

(C) Section 8.03 of the Amended and Restated Credit Agreement dated August ll, 2006
among UNS Electn'c, Inc. and UNS Gas, Inc., each as Borrower, UniSource Energy Services,
Inc., as Guarantor, the Banks and other Lenders party thereto, and Union Bank of California,
N.A., as Administrative Agent.

SCHEDULE 5.15

(to Note Purchase Agreement)



[FORM oF SERIES A NQTE]

UNS ELECTRIC, INC.

6.50% SENIOR GUARANTEED NOTE, SERIES A, DUE AUGUST 7, 2015

No. [
$1

I
I

[Date]
PPN90312# AC4

FOR VALUE RECEIVED, the undersigned, UNS ELECTRIC, INC. (herein called the
"Company"), a corporation organized and existing under the laws of the State of Arizona,
hereby promises to pay to [ I , or registered assigns, the principal sum of
[ ] DOLLARS (or so much thereof as shall not have been prepaid) on August 7,
2015, with interest (computed on the basis of a 360-day year of twelve 30-day months) on the
unpaid balance hereof  at the rate of  (a)6.50% per annum from the date hereof , payable
semiannually, on the seventh day of February and August in each year, commencing with the
February 7 or August 7 next succeeding the date hereof, until the principal hereof shall have
become due and payable, and (b) to the extent permitted by law, on any overdue payment of
interest and, during the continuance of an Event of Default, on such repaid balance and on any
overdue payment of any Make-Whole Amount (as defined in the Note Purchase Agreement
referred to below), at a rate per annum from time to time equal to the greater of (i) 8.50% or
(ii)2% over the rate of interest publicly announced by Wells Fargo Bank, N.A. from time to time
in New York, New York as its "base" or "prime" rate payable semiannually as aforesaid (or, at
the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, if any with respect to
this Note are to be made in lawful money of the United States of America at New York, New
York or at such other place as the Company shall have designated by written notice to the holder
of this Note as provided in the Note Purchase Agreement referred to below.

This Note is one of a series of Senior Guaranteed Notes, Series A, (herein called the
"Notes") issued pursuant to the Note Purchase and Guaranty Agreement, dated as of August 5,
2008 (as from time to time amended, the "Note Purchase Agreement"), between the Company,
UniSource Energy Services, Inc., an Arizona corporation ("UniSource Energy Services") and
the respective Purchasers named dierein and is entitled to the benefits thereof. Each holder of
this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality
provisions set forth in Section20 of the Note Purchase Agreement and (ii) made the
representation set forth in Section 6.2 of the Note Purchase Agreement. Unless otherwise
indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such
terms in the Note Purchase Agreement.

This Note is a registered Note and, as provided in  the Note Purchase Agreement,  upon
surrender  of this Note for  registration of transfer ,  duly endorsed, or  accompanied by a written
instrument of transfer  duly executed, by the registered holder  hereof or  such holder 's attorney
duly auth or ized in  wr i t in g ,  a  n ew Note for  a  l ike pr in cipa l  amoun t  wi l l  be i ssued to,  and

EXHIBIT 1-A
(to Note Purchase Agreement)



registered in the name of, the transferee. Prior to due presentment for registration of transfer, the
Company may treat the person in whose name this Note is registered as the owner hereof for the
purpose of receiving payment and for all other purposes, and the Company will not be affected
by any notice to the contrary.

Pursuant to Section 11 of the Note Purchase Agreement, UniSource Energy Services has
absolutely and unconditionally guaranteed payment in full of the principal amount of,
Make-Whole Amount, if any, and interest on this Note,provided that such guaranty is subject to
termination as provided in the Note Purchase Agreement.

This Note is subject to optional prepayment, in whole or from time to time in part, at the
times and on the terms specified in the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be
declared or otherwise become due and payable in the maier, at the price (including any
applicable Make-Whole Amount, if any) and with the effect provided in the Note Purchase
Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the
Company and the holder of this Note shall be governed by, the law of the State of
New York, excluding choice-of-law principles of the law of such State that would permit
application of the laws of a jurisdiction other than such State.

UNS ELECTRIC, INC.

By
[Title]

E-1-A-2



[FQRM oF SERIES B NOTE]

UNS ELECTRIC, INC.

7. 10% SEN1OR GUARANTEEDNOTE, SERIES B, DUE AUGUST 7, 2023

No. [

$1
1
I

[Date]
PPN90312# ADD

FOR VALUE RECEIVED, the undersigned, UNS ELECTRIC, INC. (herein called the
"Company"), a corporation organized and existing under the laws of the State of Arizona,
hereby promises to pay to [ I, or registered assigns, the principal sum of
[ 1DOLLARS (or so much thereof as shall not have been prepaid) on August 7,
2023, with interest (computed on the basis of a 360-day year of twelve 30-day months) on the
unpaid balance hereof at the rate of (a) 7.10% per annum from the date hereof, payable
semiannually, on the seventh day of February and August in each year, commencing with the
February 7 or August 7 next succeeding the date hereof until the principal hereof shall have
become due and payable, and (b) to the extent permitted by law, on any overdue payment of
interest and, during the continuance of an Event of Default, on such unpaid balance and on any
overdue payment of any Make-Whole Amount (as defined in the Note Purchase Agreement
referred to below), at a rate per annum from time to time equal to the greater of (i) 9.10% or
(ii)2% over the rate of interest publicly announced by Wells Fargo Bank, N.A. from time to time
in New York, New York as its "base" or "prime" rate payable semiannually as aforesaid (or, at
the option of the registered holder hereof on demand).

Payments of principal of, interest on and any Make-Whole Amount, if any with respect to
this Note are to be made in lawful money of the United States of America at New York, New
York or at such other place as the Company shall have designated by written notice to the holder
of this Note as provided in the Note Purchase Agreement referred to below.

This Note is one of a series of Senior Guaranteed Notes, Series B, (herein called the
"Notes") issued pursuant to the Note Purchase and Guaranty Agreement, dated as of August 5,
2008 (as from time to time amended, the "Note Purchase Agreement"), between the Company,
UniSource Energy Services, Inc,, an Arizona corporation ("UniSource Energy Services") and
the respective Purchasers named therein and is entitled to the benefits thereof Each holder of
this Note will be deemed, by its acceptance hereof, to have (i) agreed to the contidentiadity
provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the
representation set forth in Section 6.2 of the Note Purchase Agreement. Unless otherwise
indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such
terms in the Note Purchase Agreement.

This Note is a registered Note and, as provided in  the Note Purchase Agreement,  upon
surrender  of this Note for  registration of transfer ,  duly endorsed, or  accompanied by a written
instrument of transfer  duly executed, by the registered holder  hereof or  such holder 's attorney
duly auth or ized in  wr i t in g ,  a  n ew Note for  a  l ike pr in cipa l  amoun t  wi l l  be i ssued to,  an d
registered in the name of, the transferee. Prior to due presentment for registration of transfer, the

EXHIBIT l-B
(to Note Purchase Agreement)



Company may treat the person in whose name this Note is registered as the owner hereof for the
purpose of receiving payment and for all odder purposes, and the Company will not be affected
by any notice to the contrary.

Pursuant to Section 11 of the NotePurchase Agreement, UniSource Energy Services has
absolutely and t conditionally guaranteed payment in full of the principal amount of,
Make-Whole Amount, if any, and interest on this Note,provided that such guaranty is subject to
termination as provided in the Note Purchase Agreement.

This Note is subject to optional prepayment, in whole or from time to time in part, at the
times and on the terms specified in the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be
declared or otherwise become due and payable in the manner, at the price (including any
applicable Make-Whole Amount, if any) and with the effect provided in the Note Purchase
Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the
Company and the holder of this Note shall be governed by, the law of the State of
New York, excluding choice-of-law principles of the law of such State that would permit
application of the laws of a jurisdiction other than such State.

UNS ELECTRIC, INC.

By
[Title]
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FORM oF OPIN1ON oF SPECIAL COUNSEL
TO THE COMPANY

EXHIBIT 4.4(a)
(to Note Purchase Agreement)



FORM or OPINION oF SPECIAL COUNSEL
TO THE PURCHASERS

EXHIBIT 4.4(b)
(to Note Purchase Agreement)
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